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APPENDIX 


(The following statements have been submitted for inclusion in the 
record :) 


NaTIONAL CouNciL or JEWISH WoMEN, 
New York, N. Y., March 7, 1958. 
Hon. THomas E. Morgan, 
House Committee on Foreign Affairs, 
New House Office Building, Washington, D. C. 


Dear ConGressMAN: I am enclosing for your information a copy of the 
statement in support of the foreign-aid program which is being inserted in the 
record of your committee’s hearings. ith it is a copy of the letter from our 
national president, Mrs. Moise 8. Cahn, to Congressman Boggs requesting that 
he insert the statement in the record. 

As you will see from the content of the statement, and from the accompanying 
material, the National Council of Jewish Women strongly oe an effective 
foreign economic aid program. I sy that you will do everything in your power 
to assure passage of such a program by this Congress. 

Yours sincerely, 
MitpRED Brown 
Mrs. Samuel Brown, 
Chairman, National Committee on Public Affairs. 


STATEMENT IN SUPPORT OF THE FoREIGN Alp PROGRAM 


The past decade since the effective conclusion of the Marshall plan in Europe 
has seen a tremendous sophistication in the understanding of the American people 
about the significance and effect of foreign economic aid. Nonetheless, we of the 
National Council of Jewish Women are submitting this statment in support of 
the program to your committee, because we recognize, as do the other supporters 
of the program, that there is much opposition to it still on various grounds, some 
good and some bad. 

Our experience as a nation these past years has taught us much about the 
effects of such aid and its meaning in terms of our foreign relations, which we 
did not know since we lacked the experience. We know that it can provide the 
way to recovery, to economic stability, to prosperity, which would be impossible 
without it. We know that economic stability brings the possibility of political 
and social stability which would otherwise be lacking. We know, in other words, 
that foreign economic aid is a potent force for good in the world and a powerful 
force, one that has results far beyond its cost. 

But the cost is there, and it is there in the form of taxes paid by the American 
people. And because we cannot pay endless taxes it means that sometimes, as 
in, for example, the development of waterways, it may be wiser—more beneficial 
to ourselves—to build a project in an underdeveloped country in Asia as against 
such construction in our own country; building the dam in Asia may bring such 
increased agricultural productivity and such great benefits of electric power as 
to make the difference between rising productivity, economic stability, and 
political security, and the absence of any of these elements required for peace 
and freedom. What we have learned painfully and must constantly keep in mind 
is that peace and freedom are el and won for us anywhere or lost for us 
anywhere; we are always involved directly. 

his is a time when American foreign economic relations are paramount in the 
legislative considerations of Congress and in the minds of the American people, 
in the foreign economic aid program and the trade-agreements program. t 
relates these two programs is an underlying philosophy of foreign relations which 
must be recognized and accepted if the United States is to retain its position of 
greatness, leadership and power in the world. This philosophy accepts the need 
for balancing domestic so foreign interests when there is a conflict, and balancing 
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then im terms of the total good of the United States; that is its good within its 
national borders and as a nation among nations. It is idle to repeat that the world 
has been drawn closer together, that it is no longer composed of separate nations 
living alone and apart, that modern communications and technological develop- 
ment have forced us together, if we fail to recognize that more than ever and in 
an increasingly difficult way, we must say with regard to developments affecting 
the peace and security of areas thousands of miles from us and thousands of years 
away from us in mutual understanding, this must take priority, this must receive 
our aid at a cost to us, this involves us, in our efforts to assure peace and freedom 
in the world. 

Perhaps we have mistakenly separated the arguments for a foreign economic 
aid program into those which are political and those which are humanitarian. 
we in the National Council of Jewish Women feel very strongly that the humani- 
tarian aspects of foreign aid, the help it gives to the desperate people longing for 
some way out of their desperation, are paramount as the basis for the program 
and should be clearly stated to the American people and to the world. ut it is 
surely the truth that the political goals of peace and freedom, and the humani- 
tarian goal of help to the downtrodden are part of the same total philosophy and 
outlook on life. The point need not be sharpened that the dictator and the totali- 
tarian government of repression seek neither peace nor freedom and abhor 
humanitarianism. 

In conclusion, therefore, may we urge as strongly as is possible that you make 
every effort to achieve Congress’ approval of the appropriation for foreign eco- 
nomic aid requested by the President. The goals of the Tnited States in today’s 
world make this urgently needed. 


NATIONAL CouNnciIL or JEwisH WoMEN, INc., 
. New York, N. Y., March 5, 1958. 
Hon. Hate Boggs, 
House of Representatives, Washington, D. C. 

Dear CoNnGRESSMAN Boaas: I am writing to you in my capacity as president 
of the National Council of Jewish Women. 

You perhaps know of Council’s active support for the foreign aid program. 
We have prepared a statement, which is enclosed, setting forth our position. 
This year seems more criticial than ever in terms of the importance of congres- 
sional support for an effective program of aid overseas. 

Your own outstanding record in support of the foreign aid program is well 
known. It is with this in mind that I am requesting that you offer Council’s 
statement for inclusion in the record. A copy of the statement is being sent to 
each member of the committee. 

I hope that our respective efforts, in support of foreign aid will be multiplied 
many times over and lead to the adoption of an effective program by Congress. 

Yours sincerely, 
(Signed) Guapys F. Cann, 
Mrs. Moise 8. Cahn, 
President. 


STATEMENT IN Support oF RENEWAL OF THE Mutua. Security Act 


(From Mrs. Esther W. Hymer, General Department of United Church Women, 
National Council of Churches of Christ in the United States of America, 175 
Fifth Avenue, New York, N. Y., March 13, 1958) 


The General Department of United Church Women is made up of women mem- 
bers from the 30 or more cooperating denominations organized in 2,200 State and 
local councils located in the 48 States, Washington, D. C., Hawaii, and Alaska. 

This statement is in keeping with actions of the constituent bodies of United 
Church Women and of the National Council of Churches of which we are a part. 
Over a period of years the churches have urged that the United States should 
support expanding programs of technical assistance and economic development 
that will help to strengthen the foundations of political stability and freedom in 
the underdeveloped areas of the world, with justice and peace for all peoples. 


MOST RECENT POSITION 


Each year resolutions have been adopted supporting long-range foreign aid: 
The continuation of the United States and UN technical assistance programs, the 
separation of funds for economic development from those for defense needs, and 
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the establishment of a fund for the financing of basic development projects. 
These resolutions note the need for new dimensions to the United States foreign 
aid program and they recognize the imperative need for immediate support for a 
constructive foreign aid program adjusted to the changed world situation so 
that the United States can continue to strengthen the foundations of lasting peace. 

Because the new program outlined by President Eisenhower on May 14, 1957, 
incorporated features for which church women have worked, the following tele- 
gram was sent: 

“United Church Women commend your speech on foreign aid. Approve 
separation of aid from military assistance. Support long-range economic planning 
and continuance of full U. N. and United States technical assistance. Imperative 
that foreign aid be continued to build toward lasting peace. Urge continuing 
dynamic leadership in support of foreign aid.” 

It has been noted that the Mutual Security Act of 1957-58 did not include these 
features, and it is urged that they be incorporated in the renewal of the act now 
being drafted. 


SUPPORT BASED ON CHRISTIAN PRINCIPLES 


This continuing support of church women of the United States for the technical 
and economic assistance is in keeping with the basic Christian principles and 
program of activities of United Church Women to which we give meaning. We 
have consistently expressed and demonstrated our concern for the well-being of 
people in all parts of the world, and especially for dependent and less developed 
peoples since the beginning of the 19th century. We have established channels of 
friendship and service because we believe that life is one piece, that all humanity is 
bound up together, and that neither segments of life, nor branches of the human 
family can be divided up for separate treatment. Therefore, as American 
Christians, we are concerned with the whole fabric of world society which condi- 
tions the lives of its members, knowing full well that our own well-being and even 
security in this century, will ultimately be affected by any conditions affecting 
members of the human family in any area of the world. 


PERTINENT POINTS OF EMPHASIS 


For the past 8 years, United Church Women, through its executive committee 
board of managers, and national assembly has expressed its concern for specific 
Government programs in foreign aid and technical assistance. I wish to bring 
to your attention certain pertinent points which have been emphasized. 

First, a long term development assistance program has been urged. In April 
1956 the board of managers recommended that Congress enact a foreign aid bill 
for a minimum period of 5 years, and recommended that a resolution be passed by 
Congress on a moral commitment that such aid would be assured for the full 
period. The board also recommended that a sum of a billion and a half dollars 
for loans and grants be made available each year through the United States de- 
velopment fund, or a special fund of the U. N. concerned with building the eco- 
nomic base on which progress can be made. This is especially significant this 
year when the new U. X program for special projects for underdeveloped regions, 
proposed by the United States delegate, awaits implementation by authorization 
and appropriation by Congress. 

If the economic process in underdeveloped areas is to be firmly grounded so 
that countries could then move on to help themselves, there must be assurance 
that there will be assistance for a known period of years. According to their own 
patterns, these countries could find ways to lift the load of crushing poverty from 
their people and give them hope of a better future. Without such hupe it is 
doubtful whether independence can be maintained, especially in the newly inde- 
pendent countries of southeast Asia and Africa. Repeatedly, church women have 
pointed out that a strong program of foreign economic aid should be an integral 
part of a long-range foreign policy and in order to strengthen and preserve their 
own initiative, determined in cooperation with receiving countries. 

Second, foreign aid should be separated from military assistance. Congress 
was urged by the board of managers of United Church Women in 1952 to plan a 
program that met the needs of the people, rather than merely to obtain strategic 
materials for defense, believing that the most urgent problems facing the world 
were poverty, disease, ignorance, and hunger. 

In October 1955, at the Seventh National Assembly of United Church Women 
in Cleveland, attended by more than 3,000 churchwomen from all parts of the 
United States and representing some 20 constituent communions, the Government 
was urged to make aid to other nations independent of military or economic com- 
mitments. It was regretted that last year, the funds were not separated and that 
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even a larger amount this year is proposed for allotment for military aid. In 
view of the changed world situation and the new Soviet economic assistance pro- 
gram, it is imperative that our aid be for the benefit of people as partners for free- 
dom and not tied to military security. 

Third, features of foreign aid that dealt directly with technical assistance 
have been of primary concern. We believe that the technical assistance programs 
are important because they make funds available for technicians to be sent to 
countries where special needs of the people can be discovered, and governments 
and local communities advised on bringing about basic improvements. We 
consider the plans for demonstration teams of experts to show people new ways 
of doing things, funds for training local workers at home, or sending leaders to 
other countries for special studies, as basic for the development of leaders to carry 
on the improvement of their own countries. Greater emphasis should be placed 
on training local leadership, and responsibility should placed on receiving 
governments. 

Technical assistance is important also because the program deals with social 
needs which must be met if industrialization or urbanization or any phase of the 
economic development process is to rest on solid ground. Unless social develop- 
ment keeps pace with economic development, we may sow the seeds for unrest 
that can undermine emerging political institutions. 

The sixth national assembly in 1953, expressed our concern for technical assist- 
ance, especially in support of the United States technical assistance program. 
The Government of the United States was asked to strengthen the program 
through appropriation specifically authorized for its operations. This was felt to 
be one of the most hopeful and constructive measures that had been undertaken 
to promote mutual betterment of living standards and to secure lasting peace. 

This point of the United States appropriation to the U. N. technical assistance 
program is being questioned at this time on what is considered to be the proper 
share of the United States. Ten nations contribute more in ratio to their national 
income than does the United States, and four nations contribute more per capita. 
Receiving nations also give in services and materials far more than they receive. 
The United States contributes less than one-half of the U. N. technical assistance 
program budget, and a reduction to 38 percent of the budget which has been 
proposed would be too great a jump at one time and disastrous to the U. N. 
program. Each year the United States percentage of the budget has decreased 
and it is desirable that it should reach 33 percent. A sharp drop in the United 
States contribution would stop the growth of the expanded program and be inter- 
preted as a withdrawal of United States support, especially by the new U. N. 
nations which are just beginning to receive development assistance. It is hoped 
that at least 45 percent would be agreed upon and certainly no less than 40 percent. 


PERSONNEL 


The last point I wish to bring to your attention deals with the personnel to 
administer and carry forward this program in the field. This point is based on 
action taken by the board of managers of United Church Women in 1952. We feel 
that money which you may authorize or procedures you may agree upon can be 
utilized with the greatest effectiveness if the right type of people are responsible 
for putting directives to work. They should have a dedication of spirit and an 
understanding of and respect for the dignity of the people with whom they work, 
as well as the finest technical skills. Advancement of the less developed areas is 
essentially a human problem. It can be met best by people with deep sensitivity 
who ean work patiently with other people, and who can know how to transfer 
ideas. The manner in which these personnel work should make possible a better 
understanding of our democratic concept of relationships between people. Defi- 
nite preparation for this type of service should be provided as a career in a new 
type of foreign service. Voluntary agencies should be called on to assist in 
recruitment and in the preparation of overseas personnel. 

Churchwomen understand the meaning of technical assistance because the first 
programs came to the less developed countries through the mission programs of 
the churches. It led to the establishment of the first schools and hospitals in 
many areas. Then came the outreach into rural areas not touched by trade or 
even government. To meet the tremendous problems of health and hygiene, 
clinics and health centers were established. Demonstration farms and new tech- 
niques were introduced to increase food supplies and raise the level of nutrition. 

eventy-three years ago, the World Day of Prayer was initiated by church- 
women who were concerned about the great need of women in other lands. The 
annual offerings on World Day of Prayer, which have been a tangible expression 
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of their concern, have through the years made millions of dollars available for 
use around the world to aid in education, health, and in the training of leadership. 

The governments have taken over many institutions started by missions, 
especially in India and the Near East. Teachers trained by the missions have 
become available as governments started new programs. 

In addition, the Christian world relations department of United Church 
Women annually initiates studies on questions relating to building a peaceful 
world. The studies culminate in a program of observance known as World 
Community Day, the first Friday in November. Because of our concern for the 
less developed areas, the study for 1958 is on emerging people, using as our theme 
Exchange: Goods, Ideas, People. 

This year we are ae two new projects designed to help prepare women 
for greater participation in the public life of their community, and to help them 
secure training so they may take their first steps toward economic independence. 
An adult education specialist, who will work under the South Pacific Commission, 
a government body in the South Pacific, will be sent to the islands by United 
Church Women, to establish training centers and to work with groups to en- 
courage greater participation in community development. This is an interesting 
example of a voluntary organization cooperating with government; United Church 
Women will support the worker and help to outline work she will accomplish, 
yet she will be a women’s affairs officer under the direction of the Secretary 
General of the South Pacific Commission. 

Assistance will also be given to the Technical Services Association in Lahore, 
Pakistan. A unique adventure in technical training for women is being estab- 
lished through local centers where village women teach each other by exchanging 
their skills in the needle arts and handicrafts. 

As the awakened millions ask for help, governments and churches must work 
together to meet the urgent needs. While the churches will continue to do all 
they can, and business and private investors and voluntary organizations share 
this new opportunity, today it is a privilege of our Government to give the dynamic 
leadership that has made the United States a great Nation. Continued support 
must be given for a constructive foreign aid program. I know that the United 


States will not fail to assume its full share of responsibility in meeting this crisis in 
the world today. 


STATEMENT OF THE NATIONAL ASSOCIATION OF MANUFACTURERS FILED WITH 
THE House COMMITTEE ON ForEIGN ArFrairs, Marcu 17, 1958 


The National Association of Manufacturers welcomes the opportunity to bring 
before this committee its views on the mutual security program. The associa- 
tion, which has a membership of some 22,000, of whom 83 percent employ less 
than 500 employees, believes that it is in our country’s self-interest to assist 
cooperating nations to gain positions of strength, to protect themselves, and to 
join us in presenting a united front against subversion and aggression. However, 
beyond that point we believe we should under no circumstances be led into a 
competitive effort to buy the support of foreign countries by foreign aid grants, 

With no intent to indict the goals of the mutual security program, we do never- 
theless, as many others both inside and outside the Government are also now 
doing, seriously question whether the operations and high costs of the program 
are in fact serving those goals. 

The 19th report of the House Committee on Government Operations, pub- 
lished a month ago, indicates that such questions are deserved. 

“‘Under present methods of operation, we do not know what we are trying to 
accomplish through military aid. 

‘‘* * * A hardheaded reexamination is long overdue because the wastage is 
too great to be ignored. 

“‘More important, it is necessary to dispel the dangerous illusion that our 
dollars have bought more security than is the case.” 

These are telling comments which support the association’s critical attitude and 
encourage us to express it. Much information, which would undoubtedly permit 
fuller evaluation and more detailed documentation is not available to the public, 
nor in many cases even to Members of Congress, including those dealing with the 
appropriations to finance the program. However, reports of the General Account- 
ing Office and the House Operations Committee have cited instance after instance 
of mismanagement and waste-misdirected efforts, misused resources, inordinate 
complexities or organization, serious deficiencies in planning and administration. 


21862—58—pt. 15-2 
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Beyond these errors of operation is also the fundamental question of whether we 
are doing more damage than good by distorting the economies, promoting de- 
ndency, undermining self-support, and losing friends in the recipient countries. 
et at home as well as abroad there are still many outstretched hands willing to 
give and willing to receive more and more, regardless of these varied costs. 

Not the least of the intangible costs is the potential degradation of countries 
whose self-sufficiency we are trying to insure. On this, pointed comment came 
from the former Peruvian Ambassador to the United States, Pedro Beltran: ! 

“If a nation relies on handouts to live * * * its future is doomed. As time 

oes on, it finds it harder and harder to get on its feet and forge its own future * * *. 

t ends by making no effort to develop its own resources or be self-supporting. 
As long as such a state of affairs prevails, such a country will never come of age, 
but will continue to be dependent on others without prospects for the future.’ 

The prime consideration, therefore, is whether this or any other country is 
getting our money’s worth. And until that is adequately determined, substantial 
moderation of the program is not only prudent, but essential. 

The total outlay of this country for foreign aid since 1945 is over $75 billion. 
Russia, a latecomer in the effort to win friends and influence people with funds, 
has offered a reported $1.9 billion—all of which has evidently not reached the 
recipients, and some of which apparently are of questionable revelance. It is 
sharply ironic that a democratic country of gentle aims, whose citizens are en- 
titled to know and have some say over what is being done with their money, 
should have had so much of its substance commandeered for so long for such 
undetermined accomplishments—while the Communists, whom we have far 
outbid in this regard, masterfully refrain from cash, but nevertheless reap credit. 

The National Association of Manufacturers believes that outlays for mutual 
security should be firmly curtailed. Support and explanation for this attitude are 
given in our publication, Federal Expenditure Control and the 1959 Budget, 
in a section on mutual security which follows: 


MUTUAL SECURITY 


The net cost of foreign aid as grants and loans from July 1, 1945, to June 30, 
1957, was $69,022 million. The estimates for 1958 and 1959 amount to $7,618 
million, which would carry the total to $76,640 million. This total will have 
been distributed among some seventy-odd countries for all manner of purposes, 
and few details have been disclosed as to the uses to which the money has been 
put. The budget bas never contained more than the barest summary statement 
of totals by broad categories, a reticence hardly to be justified on the ground of 
its supposed “‘top secret” nature, since some details are shortly thereafter set out 
in the mutual security appropriation bill. 

The budget estimate for mutual security in 1958 was $4,356 million. Esti- 
mated 1958 spending is $3,749 million, and the 1959 request is for $3,868 million. 
Thus, the base from which consideration of this latest fund request begins is 
down by almost $500 million from the figure of a year ago. 

The NAM attitude toward mutual security spending was expressed, in the 
study of the 1958 budget, in these words: 

“The intent is to express a firm conviction that the dissipation of our own 
national resources through foreign aid should be substantially curbed.” 

This conviction is supported by the commonsense view that operations as large 
in amount and as widespread around the earth as those embraced in the mutual 
security program are very likely to involve a considerable waste; and it is strength- 
ened by the numerous reports that have been made of the poor management the 
program has had. Aside from the many illustrations which have been publicized 
by private observers, various official reports give the criticism a status which 
cannot be brushed aside. The first report of the House Committee on Govern- 
ment Operations, issued on January 28, 1957,? after reviewing audits of United 
States programs in Pakistan, India, Egypt, Iran, and Lebanon, selected the oper- 
ations in Iran for intensive analysis. Some of the conclusions reached by the 
House committee are reproduced here. The entire list is extremely informative. 
The committee said: 

“1, United States aid and technical assistance programs in Iran which, between 
1951 and 1956, totaled a quarter billion dollars, were administered in a loose, 
slipshod, and unbusinesslike manner. 


1 Human Events, February 3, 1958. 
2H. Rept. No. 10, 85th Cong., Ist sess. 
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“2. The so-called expanded technical assistance program which began in 
January 1952 and resulted in United States obligations of over $100 million in 
a 5-year period, was neither technical assistance nor economic development, but 
= - hoe method of keeping the Iranian economy afloat during the years of the 
oil dispute. 

‘4. Amounts requested for United States aid to Iran seem to have been picked 
out of the air. There is no evidence that they were based on advance study of 
what the Iranian economy could absorb, or programs which could be intelligently 
aes by the United States personnel available at the time to expend the 

unds. 

“5. The conduct of the United States operations mission’s affairs appears to 
have been based on the assumption that as long as United States aid funds were 
spent promptly it was not a matter of great consequence as to what they were 
spent for. Members of the mission who openly objected to the uncontrolled 
nature of the operation were either disciplined or labeled as incompetent. 

‘16. Each year’s allotment to Iran has been justified as a temporary measure 
for a given set of reasons which have changed each year while the level of aid has 
remained about the same throughout. Presentations to the authorizing and 
appropriating committees have been vague and misleading. * * * it may be due 
to awareness that a clearer picture would have led Congress to reduce the program 
by eliminating some items of expenditure which could not be reasonably justified.’ 

In his report of January 28, 1958, on the administration of the military assistance 
= by the Department of the Army, the Comptroller General wrote as 
ollows: 

“Individual country programs and aggregate military assistance programs have 
not been ready for implementation until long after appropriations are made 
available and, even when approved for implementation, have not provided a 
sound basis for procurement and supply actions. The programs are subject to 
constant and significant change. As a result, the technical services find it difficult 
to integrate military assistance requirements with their own needs in initating 
overall procurement or other supply action.” 

More specific and critical comments were made by the Comptroller General in 
a report issued on March 31, 1957, which dealt with policy attitudes rather than 
implementing procedures. The following from that report is particularly apropos 
here: 

“The military force objectives presently approved for United States support 
in certain allied countries are not always realistic in terms of recipient country 
manpower and financial capabilities, are not always mutually acceptable to the 
countries concerned, and are not always motivated by military considerations.’’ 

This statement of the situation seems to imply that the United States is supply- 
ing military end items to some countries which are not willing or capable of 
utilizing them in furtherance of the purposes which this country had in mind in 
supplying them. Moreover, in some cases, as the Comptroller General’s report 
points out, some recipient countries ‘‘may establish their own objectives and use 
their own resources to further those objectives in a manner that defeats in whole 
or in part the purposes for which the United States assistance is being extended.” 

To point this up, it is evident that a number of the countries which are now 
being supplied with military and economic aid are either definitely in the Socialist 
column or are moving toward that goal as rapidly as possible. Since the Socialist 
and the Communist have in common the end goal of complete state ownership 
of the means of production, and in the main differ chiefly as to the means by which 
this goal is to be reached, how can any such countries be expected to be on the 
side of private ownership and free private enterprise when the showdown comes? 
And if this is not to be expected, how can continued contribution from our own 
resources be justified? If a definite course toward socialism has been planned 
and announced, as in the case of India, it would be impossible to persuade either 
the Indian leaders or the Indian people to change their course by any amount of 
mutual aid grants. There may be other cases where the issue is in the balance, 
and United States aid, of the right sort and dispensed in the right way, might 
contribute to a solution in our favor. On any cold-blooded reckoning of who 
would be the friends and allies of this country in another war, it would be im- 
possible to include many of the nations thatyhave been beneficiaries of our bounty 
on a substantial scale. Friendship cannot be bought, either among persons or 
nations. A more advantageous way to win friends among the nations would 
appear to be, instead of scattering largess lavishly and often in most apes riate 
ways, to demonstrate real concern and dispassionateness by helping backward 
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countries to help themselves. Any such country needs, first of all, to increase its 
food supply, but plows are often more appropriate than tractors to this end. 
The second great need is to get rid of the endemic diseases, from hookworm to 
glaucoma, down-to-earth counsel and help in public health is never likely to make 
anenemy. The building of solid, lasting alliances takes a long time and a long, 
unbroken demonstration of disinterested good will. In order to justify the im- 
mense sums that are being spent on foreign aid, there has been entirely too much 
inclination to claim as friends and allies all of the countries into which mutual 
security funds are being poured, and to assume that there is a definite quid pro 
quo in support of our objectives for all the money spent. There is no concrete 
proof of this result and from the testimony of such an investigator as the Comp- 
troller General, this assumption is often far from well founded. 

The drift of these comments is toward the conclusion expressed by the NAM 
government economy committee a year ago, that foreign aid should be substan- 
tially curbed. In view of the sparse details provided by the budget, it is impossible 
to pinpoint precisely how and where the curbs should be imposed. The sug- 
gestions made here are based on budget data but are supported largely by 
arguments and information derived from other sources. 

The first step should be a refusal to enact the obligational authority to be 
requested in later transmissions to the Congress. This recommendation is con- 
sistent with long-term policy of the government economy committee. The new 
amount to be asked for is $3,940 million, of which $978 is to be spent in 1959. 
In discussing the problem of unexpended balances in the first section of this 
study, it was pointed out that when appropriations rise, the spending will also 
tend to rise. 

The second step suggested here is to reduce by 25 percent the amount budgeted 
for expenditure for military assistance in 1959. The spending figure is $1,846 
million and the cut would be, therefore, $462 million. 

In support of this suggestion, the following considerations are advanced: 

First, the comments of the Comptroller General quoted above, and in fact the 
entire series of reports issued by this official on the management of the military 
assistance operation, are strongly suggestive that all of the funds being provided 
are not efficiently used. While a reduction of the total allotment will not neces- 
sarily assure greater efficiency, the fact that a substantial cut is to be made may 
provide some incentive to more careful use. 

Second, there is evidence that the nations of the European community which 
are the chief beneficiaries of United States aid have experienced a degree of 
economic advance which would enable them to assume a larger share of their own 
defense. This was commented upon in the study of the 1958 budget in these words: 

“Data compiled by the International Cooperation Administration show that 
all western countries except Denmark, Belgium-Luxembourg, and Portugal have 
had a more rapid relative advance in their respective gross national products since 
1948 than the United States, and that none of them are devoting as high a propor- 
tion of national budgets to defense expenditure as the United States.” 

Third, it is stated in the budget (p. 69) that delivery of missiles to friendly 
nations is expected to begin in 1959. This type of advanced weapon is much more 
expensive, per unit, than those of the conventional types. However, there were 
comments by officials of companies engaged in missile production, after the budget 
was published, to the effect that the projections of missile delivery flow in that 
document were perhaps too optimistic. 

In view of these considerations, the proposed reduction in military assistance 
expenditure in 1959 seems realistic. 

A tabulation of the above suggestions is given in the following table, which 
shows, also, their effect on the mutual security budget for 1959: 
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Proposed reductions, and their effect on the mutual security budget, 1959 


[Millions] 
Amount Expenditure 
requ 1959 
No new authorizations: 

ET I in esti oe De eee eke ree See ed $1, 800. 0 $354 
Ey CUI ask dss 0h dca bag ddaciebtdcd dds due adbbdctlthed 865. 0 310 
Economic, technical, and other assistance_.......................--.-.--- 650. 0 240 
Development Loan a neti i te aie ea 625. 0 74 
CORO .. 65555. cckdis sige CRA. 4. oc i de las 3, 940. 0 978 

Reduce expenditure for military assistance under current authorizations by 
DO OS ia dina cin nt Kit cin sd andenihises thes bpicbaeandtiaMndindi io dls onan ich iat i Eh eae 462 
Wetnd cobeeiees ai MOOG 5. iene ie cies cds sess 5a ds ee 1, 440 

Spending for the mutual security program in 1959 after the above reductions: 
a CNS st 8 gre. eee oS Daan iucea onan totaninewweanae Ai 1, 384 
ORMOND CUI Sas ish knw i sarge dns Catbbstdodudd iliincsdctbebiablehintaled 575 
Economic, technical, and other assistance....................-..-.-.-...-|----.---.----- 370 
SN a iia attancainneiackn Seda iedaiaiitines damask sarioeeiatiie eaiinbie 100 
TR ih cats DES elie Te diet Ee ree ee 2, 429 

Balances available in 1960 (including military assistance fund in Defense 
ID cae cata: d setlist Acetic te aaiage nen tektites chatter ah Nilsen haan 9, SGC cand chaiehendl 


Source: The Budget for 1959, pp. 71-75 and 519. 





CHAMBER OF COMMERCE OF THE UNITED SratTEs, 
Washington, D. C., March 21, 1958. 
Hon. THomas E. Morean, 
Acting Chairman, House Foreign Affairs Committee, 
United States Capitol, Washington, D. C 


Dear Mr. Morean: This is to confirm the $259,750,000 cut in the proposed 
mutual security program which the national chamber secenhenennel during 
testimony before your committee March 13. 

You will recall that Mr. James Tanham said that the cut was subject to review 
by the chamber’s board of directors. The board did remove the qualification 
about which Mr. Tanham spoke. 

I would appreciate it if you would add this letter to Mr. Tanham’s presentation. 

Cordially yours, 
CLARENCE R. MILEs. 





COMMITTEE ON FOREIGN AFFAIRS, 
March 28, 1968, 
Bishop STEPHEN WoznickI, 
President, National Catholic Rural Life Conferences, 
Saginaw, Mich. 
Dear Bisnop Woznicki: In the absence of the chairman, Hon. Thomas 8. 
Gordon, who is recovering from a serious illness, I am addressing this letter to you. 
American aid to Poland is a controversial subject because of the leadership of 
that Government. I am familiar with your organization and its work. It occurred 
to me that you would be able to comment on the necessity and the desirability of 
aid to Poland at the present time. Any statement or observations that you care 
to submit will be appreciated by the committee. 
Sincerely yours, 
Tuomas E. Morgan, Acting Chairman. 
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Sacinaw, Micu., April 6, 1958. 
Hon. Tuomas E. Morgan, 
Acting Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. Morgan: In answer to your query about the advisability of giving 
relief to Poland, contained in your letter of March 28, I want to state unequiv- 
ocally that I am definitely committed to the idea that the United States should 
give Poland all the help it can at this very time without any hesitation or pro- 
tracted consideration of the kind of government that that unfortunate country 
now has, or is bound to have in the future. I make this statement not as a spur 
of the moment conclusion, but as a long-time conviction, based upon facts that 
I gathered during the past 12 years. Furthermore, I make this statement 
primarily because I am convinced that such action would be for the good of the 
United States as well as for the benefit of Poland. 

In order to add weight to this statement and to the arguments that will be 
brought up to substantiate it, I feel that it is no more than proper to show that I 
am a qualified witness in this matter by reviewing briefly those qualifications. 

I am of Polish ancestry, born in Miners Mills (now Wilkes-Barre), Pa., in 
1894. I had a good education in Polish history and culture at Orchard Lake, 
Mich. I was always interested in the country of my parents. To this day, 
I have many relatives living there, whom I visited on three occasions—in the 
rears 1928, 1934, and 1946. In the year 1945 (December), I headed the American 

elief For Poland Commission that went to Poland and so I spent 3 months 
behind the Iron Curtain. While there, despite numerous difficulties, natural and 
intentional, we succeeded, with the kind assistance of the UNRRA personnel, in 
visiting different parts of the country and making contacts with very many 
people of all ages and standings, even with some unexpected persons. It ap- 
peared that they were most anxious to talk to us at that time. Protocol demanded 
that we pay an official visit to high government people, which we did. Amongst 
them we talked with Gomulka, Bierut, and Osobka-Morawski, the then Premier. 
These audiences were not private by any means, for, it seems, the accepted system 
was just the opposite. There was an exception, however, when, at the request 
of Mr. Osobka-Morawski, I saw him privately just before I left Poland. 

Since those days, I was deeply interested in all happenings in that country and 
received my information through an extensive correspondence with reliable people, 
which included many special letters that were sent to mein devious ways. Besides 
that, I interviewed people who would come out of Poland on occasions. However, 
since the happenings of October 1956, there was no difficulty in checking up on 
many doubtful points and verifying my former deductions. I hope I will not be 
considered presumptuous but, for the above reasons, I feel that I was and am in a 
position to know many facts in the matter of relief for Poland and, therefore, am 
qualified to some extent to speak on the subject. 


POLAND NEEDS HELP BADLY 


In the first place, it needs help to save its people from a biological catastrophe. 
Already back in 1946 that was becoming more and more evident. As we recall, 
the Nazis introduced in Poland certain biological principles, hoping that in the 
course of a number of years the population of Poland would be not only decimated 
but even wiped out entirely. The Poles viewed with alarm, even 12 years ago, 
the terrible consequences of this policy. On top of everything, there was little or 
no medicine left there and hardly any manufactured. The begging letters to 
America emphasized that right along and even to this day. The death and sick- 
ness statistics from Poland bear out the predictions of former years. Today, you 
could call it the country of sick people. 

Who saw Poland in 1946 and who was in touch with the situation right along 
need not wonder that the economic conditions in that country were terrible and 
remained in the same state to this day. Staples were lacking and are lacking. 
The Polish delegation to Washington made that clear. They made it known also 
that for a real and lasting lift to the Polish economy instruments are most neces- 
sary to help the people to help themselves. There is one thing that must be said 
about the Poles, above all, and that is that they are not lazy. We must always 
keep in mind that it is in the interests of Russia to keep Polish economy as low as 
that is practical. Starving people, they say, will accept communism much more 
readily. When the Russians permitted UNRRA to go to Poland, after a long 
delay, as you remember, they proceeded immediately to do what they could do to 
sabotage this worthy effort there and it was only the alertness of the UNRRA 
officials and the self-sacrificing deeds of patriotic and devoted Poles that made this 








MUTUAL SECURITY ACT OF 1958 1785 


venture the success that it was. I saw plenty of evidence myself to prove this 
point. 

There is no doubt whatsoever about the great needs of most everything in 
Poland today. The thousands of begging letters that come to our citizens con- 
tinuously just corroborate the fact. 


THE ATTITUDE OF THE POLES TOWARD THE UNITED STATES 


The one thing that struck me in Poland on all three of my visits there was the 
friendliness toward the United States. This was especially in evidence in 1946, 
despite the fact that the Communists hammered away on that point with all the 
power and means they could muster. The language they used in their nasty 
papers was below gutter type. This went on day in and day out, but the people 
just laughed at it and considered it plain Russian propaganda. This friendly 
attitude of the Poles lost very little in its intensity in the 12 years since our visit 
according to the statements of people coming from Poland in recent months, 
Our tourists, who paid the country a visit last year, have the same thing to say. 
The letters from reliable friends seem to bear this out. 

Oh, there was some disappointment amongst the Poles that the United States 
did not step right in after defeating the Germans and did not chase the Com- 
munists back into Russia, thus liberating Poland, but I found out that those poor 
people were woefully ignorant of what was going on in the world and of such things 
as Our war with Japan they knew almost nothing. 

I am of the firm opinion that of all the captive nations (I don’t like that word 
“‘satellite’’), Poland is the most consistent in its friendliness toward the United 
States. Let’s not forget that the culture of Poland is western and not eastern. 
So, notwithstanding the long and brutal efforts of Russia to change this, they 
still keep looking toward the West. Neither can we ignore the fact that millions 
of American citizens of Polish descent have all kinds of relatives in Poland and 
their mutual contacts tend to keep up their friendship for the United States. 


POLAND AND ITS PRESENT GOVERNMENT 


It is not easy to evaluate the present political situation in Poland, unless you 
have some deeper knowledge of the past political situation, i. e., since 1945, and 
truly only those of the outsiders can do that properly who visted Poland in those 
postwar years and talked freely with the people. Briefly, the No. 1 enemy of 
the Poles was not their supposedly Communistic government but their historical 
bitter enemy, Russia, that was running the country through their marvelously 
organized and trained MVD and used the Government and the real Communists 
in it to further their purposes. A similar situation persisted until October 1956, 
when by a fortunate quirk the Poles were given a chance to assert themselves 
and made the best of it. Let us not forget though that the secret MVD is still 
in the country and that, therefore, Russia is not lacking in knowledge of what 
is going on in Poland. The Poles, however, were already pushed to such extremes 
that now they just don’t care what happens. Russia would have welcomed an 
uprising in Poland even before, since that would have given her the opportunity 
to pounce upon Poland with all of her power, transport, or what’s even more 
likely, chase a large portion of the population into Siberia and replace them 
with Asiatics. The Poles were well aware of this and did their best to keep 


ace. 

Back in 1946, the common introduction for a good and dependable Pole was: 
“Oh, he’s a good radish.”’ That is, red on the outside but white on the inside. 
This writer had many contacts with such people, even with some who held high 
positions in the Government and were generally considered to be strong Com- 
munists, but who in reality only pretended to be favoring communism. Their 
big question always was: “‘When is the United States coming to liberate them?” 

"This is the way those who know size up the people in Poland: There are only 
a few thousand of real Polish international Communists who would be willing 
to sell Poland down the Russian River. You will find a goodly number, say 2 
or 3 percent of the population, of Polish Communists favoring complete inde- 
pendence from Russia, something a la Tito. Most of these, however, are old- 
time Socialists, like Gomulka, Cyrankiewicz, and others, who have been fighting 
for social reforms for years. ‘Today, they prefer to be called Socialists. Polan 
always had about 5 percent of such people and it would not be correct to say that 
their doctrine was always wrong, especially in view of the numerous and recent 
social reforms in our own country. The rest of the population is almost all 
Catholic, practical to a greater or lesser degree, conservative and intensely 
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patriotic. Who were the real Communists in the Polish Government up to 
October 1956? Who are the real Communists (Stalinists) in the present Gov- 
ernment? This not even the other members of the Government knew and most 
likely even now don’t know. 

From this it is very easy to see that Russia is still the No. 1 enemy of Poland 
and not the Government. It is easier also to understand why the church, headed 
by Cardinal Wyszynski, went all out for the present Government not only as 
the lesser evil, but probably as the only chance for complete freedom that Poland 
may ever have, for the Russians may decide to march in on some pretext or 
another, and slam the Iron Curtain shut so tight that nothing will get through 
it. No one should say that this cannot happen, becuase it did happen in Hungary 
and it can be done in Poland. That’s what the Polish people are afaid of. 

Why didn’t the Polish people rise up in a bloody revolution? They certainly 
were on the verge of it but thanks to the tactical blunder of Khrushchev they 
were given the unexpected opportunity of having an unbloody revolution instead 
and they jumped at it. Communism in Poland was quite synonymous with 
Stalinism. Everywhere you went you found old Stalin glorified in immense 
pictures, monuments, street names, names of cities, etc., etc. So, when Mr. 
Khrushchev gave the signal in his famous 3-hour tirade against the old chief, 
the Poles jumped on the band wagon and changed the face of Poland in a few 
days. It was the cleverest bit of political maneuvering the world has ever seen. 
There was also in the background a spiritual rebirth of the nation which made 
it so much easier to stick together in this upheaval. 

To prove further who the a. 1 enemy is let me ask you to consider the fact 
that Gomulka took Cyrankiewicz, a member of the old government, into his 
cabinet as a high official. This certainly proves something. Could it be that 
they have something in common? Most assuredly; the love of Poland and the 
hate of Russia. Today, it appears, the struggle is not so much to make Poland 
communistic as it is to make Poland free and independent of Russia. 

In this connection let me take up a few more points that should help us to 
better understand the real situation in Poland. It’s a known Polish axion that 
a Pole just cannot be friendly to his age-old enemy and long-time persecutor, 
Russia. This I mean in a political sense. The geographical position of Poland 
is quite desperate. After what the Nazis did to them, the Poles cannot look for 
favors from that source. But why don’t the Poles sever all connections with 
Russia right now? That certainly would be the shortest way of committing 
political suicide that you could find. Again let’s not forget that since 1945 
the Russians dictated the value of the Polish zloty and printed the Polish cur- 
rency. For all I know, they are still doing it. What would happen to the Polish 
economy? Don’t lose sight of the fact also that the Russians have a few million 
soldiers ‘‘on tap”’ on the Polish borders, ready to march at once. 

It is not just to compare Poland with the other captive nations, because Poland 
has only a small number of Communists, while the others have a much greater 
percentage. 

It is quite disconcerting at times to read what the Polish Government officials 
are saying and doing on the international arena. Most of this should be discounted 
as some kind of a smokescreen with ulterior motives and objectives that we 
cannot grasp. Oh the whole, however, let’s follow the principle that the Poles 
know what they are doing. 

The present primary effort of the Poles is to keep peace within the country at 
any price, for the Russians, like “roaring lions” are circling and waiting for the 
slightest pretext to march in. So far, we must admit, the Poles have done 
a good job of this; let’s hope they keep it up and the longer the better. 

At times the Polish Government can hardly be understood in some of its 
actions with regard to relief, and yet we should be slow in condemning it, because 
we don’t have all the facts. That specter of Russian interference is always just 
around the corner. The Polish Government is doing a pretty good job in getting 
around that 26 zlotys for a dollar by giving 96 through the PKO—their gov- 
ernmental agency. The people in Poland are quite pleased with the service, so 
they write. 

The people in Poland don’t give a hang for the so-called legal government in 
London. They never did care much for the old “Sanation”’ government in free 
Poland and there would be no chance of any kind of government from the outside 
getting hold of the reins in case there would be a perfectly free election. Of course, 
the last elections were free as much as they could be under the circumstances 
and the people understood the situation perfectly. As it appeared 12 years 
ago and appears now, the Peasant Party would govern Poland in case the Poles 
would have perfect freedom. Today, the Poles are realists and pay little attention 
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to visionary dreams. They abhor free advice from the outsiders, telling them 
what to do, when they know that such things, under their circumstances of living‘ 
belong to the impractical, or even the impossible. 

May I then sum up this section of my statement by saying that the present 
Polish political situation is precarious and should be understood in the light of 
the country’s 12-year struggle against Russia, the No. 1 enemy. 


WHAT SHOULD BE THE ATTITUDE OF THE UNITED STATES TOWARD POLAND? 


We must admire the courage of the Poles for what they dared to do in that 
memorable month of October. Also we should not fail to see that they have 
performed similar acts of courage right in our own front yard. They dared, 
against the wishes of Russia, to come to Washington for help and to ask for a loan. 
In this there is plenty of food for thought. There were many changes in Poland 
that only 2 years ago would have been considered impossible, like, for instance, 
the total abandonment of collectivization and the relative freedom given to the 
church. Would one say that such a turn of events augurs well for the future, or 
should one consider such moves as subterfuges to make greater gains for com- 
munism? Should not our whole attitude be to praise them for what they have 
accomplished thus far and not to criticize them for not doing a 100 percent job? 
Is it fair? What would we have done under similar cireumstances? 

This is an opportunity that should not be missed, for, as I said before, it may 
be short lived and, what is even worse, once lost may never return again. The 
Poles know this, so they are trying to make the most of it. Unfortunately, they 
can’t make many others see things their way and, what hurts most, some Poles 
outside of Poland, for potitical reasons, would rather let this opportunity slip by 
than to cooperate with a Poland that is not 100 percent according to their ideal. 
For this reason they advocate not giving any assistance to Poland whatsoever, 
lest it help the Communists. The Poles also need moral support, because their 
morale is very low. One of the best medicines for that is a contact between the 
Polish people and the tourists from the United States, above all those of Polish 
descent. Of course, the advocates of keeping aloof consider this a detrimental 
thing. What are they afraid of? Don’t they want the tourists to see the misery 
of the Poles and learn the true facts from the very best source? 

For the past number of years, the foreign policy of the United States was to 
counteract the pernicious influence of the Communists all over the world at the 
cost of billions of dollars. This country considers that money well spent for its 
very own existence, notwithstanding the fact that most of it never will be returned 
and some of it may even get into the hands of the enemy. Our leaders consider 
this worthwhile and a special expression was coined to justify such expenditures; 
namely, ‘‘caleulated risks.’’ Let me ask where could there be a better place to 
make use of such calculated risks than in Poland at this very time? ill the 
people there become Communists voluntarily? Never. Is the present govern- 
ment trying to break away from Russia? We certainly had plenty of evidence to 
that effect. Of all the captive nations Poland is the best bet to put our money on. 
Its influence upon the other captive nations can be enormous. After all, isn’t 
that our foreign policy? Supposing that we do lose on the bet, won’t it be worth- 
while as a calculated risk? On the other hand, there is so much to gain. Should 
we then give Poland all the help we can? It certainly would be the most logical 
thing todo. That’s what we have been blaring about over the Voice of America 
for years, is it any wonder then that we are now the only hope of the Poles? 

There are those that believe that we could not win a decisive hot war with 
Russia at this moment and I’m one of them. Even if at the expense of billions, 
yes hundreds of billions of dollars we did succeed in chasing the Russians deep into 
Siberia, would that be a conclusive final victory, or would we then have to support 
the whole of Europe along with the Russians? Today, there is a difference 
between winning a war on the battlefield and winning a war as far as the con- 
sequences are concerned, It appears that we are committed to waging a cold war 
with communism for a long time yet, so we should make use of every opportunity 
to drive a democratic wedge into it, like we now have in Poland. 

Finally, the question comes up, how to help Poland? In the first place, 
through Government loans, as it already was done on two occasions. Through 
every possible contact we can make with that country. The immediate objec- 
tive should be to put the Poles on their economic feet. Poland is rich in resources 
and its people are very industrious, so it should not take much to get them up 
and going. A few years would show a tremendous difference. The Americans 
of Polish descent did help and shall continue, but their help can’t amount to 
too much. Rather, they should be encouraged to visit Poland. 
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If the Poles had a ship or two, that would keep a lifeline between Gdynia and 
New York and it would mean so much. Probably the Batory could be returned 
to this service. We should not hold things against Poland that had to be com- 
mitted under the orders of Russia in the past. 

Mr. Morgan, I hope that my statement will be of some service to you and to 
the committee. I know that you are looking for facts and those that I have 
herein presented are certainly worth while considering when it comes to giving 
a decision on the question whether or not the United States should lend assistance 
to poor Poland. 

/ith kindest personal regards, I remain, 
Respectfully yours, 
STEPHEN WozNIGKI, 
Bishop of Saginaw. 


(Task Force, Copyrighted 1957, Defenders of The American Constitution, Inc., Washington, D. C., 
March 1957] 


Trto—Loyat COMMUNIST AND SLAVEMASTER OF YUGOSLAVIA ! 
A DANGEROUS THREAT TO AMERICA AND THE WESTERN WORLD 
(By William H. Smyth, New York, N. Y.) 


Introductory Note, By Eugene C. Pomeroy. The following article by 
William H. Smyth, of New York, is one of the most timely and important 
we have ever been privileged to publish. Only within the last few weeks 
it was announced that the proposed visit to America by Tito, the com- 
munist dictator of Yugoslavia had been “‘postponed”’ because of indignant 
and forceful protest by Americans generally, Members of Congress and 
various patriotic and religious organizations. 

Mr. Smyth’s article provides an intimate picture of the whole Yugo- 
slav situation, and is based on over twenty years of personal experience 
in that enslaved country. 

After graduating as an engineer from the University of California, 
Mr. Smyth served as a Captain of artillery in World War I, and later 
as an Army courier, stationed at Vienna. In this capacity, he traveled 
extensively in the countries of Eastern Europe. ter eventual de- 
mobilization, he established his own business in Belgrade, Yugoslavia 
with a branch in Zagreb, representing such American firms as Chrysler, 
Packard, Caterpillar, Goodyear and other outstanding corporations. 
For over twenty years, until July 1941, when Yugoslavia was overrun 
by the Germans, Mr. Smyth, through the operation of his business, and 
his varied social, technical, trade and general contacts, learned to know 
Yugoslavia and its people as do few, if any other Americans. He has 
testified on Yugoslavia before Congressional Committees, has spoken 
before civic organizations and on radio programs, constantly endeavoring 
to bring home the truth about Tito to the American people. Excerpts 
from this article may be used, with credit to Task Force, but requests to 
reproduce in full must be cleared with Mr. Smyth, whose address is 
44 W. 44th St., New York 36, N. Y. 


Just over ninety years ago, led by our original Republican Administration, 
our fathers fought a great war to preserve our nation and as one result abolished 
slavery in our land. Just recently, our New Republican Administration con- 
sidered inviting to be our guest, the Yugoslavian Communist Dictator, Tito, a 
man dedicated, like all leading Communists, to the destruction of our nation, 
and who, through our government’s support, has held our friends and World 
War II allies, the Yugoslav people, in slavery. 

However, following the reports of the Administration’s intentions, protests pour- 
ing in from all over the country, from religious, ethnic, labor and other patriotic 
groups, from Members of Congress, and in newspaper editorials, and the state- 
ment from the Mayor of New York that he would hold no official reception for 
such a person as Tito, caused worry, apparently great worry to our foreign policy 
leaders and to Tito. 

As a result, the Yugoslav Communist Government announced that Tito would 
not accept an invitation to visit Washington at this time, and thus got all con- 
cerned off the hook * * * our own foreign-policy leaders who would have faced 
sure moral condemnation for inviting and entertaining in our capital, Tito the 
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mass-murderer, thief and enemy of the United States, whom they helped to build 

into a person of greatly over-rated international importance, while Tito saved 

himself from having his inflated pride hurt through coming here and not receiving 

the full honors usually accorded to a Chief of State, and from arousing suspicion 

——e his Kremlin pals over the possibility that he was getting too close to the 
est. 

That’s fine for now, and the protests made might seem to indicate how far the 
American people must be ahead of their foreign-policy leaders in their apprecia- 
tion of the basic moral principles upon which our Republic was founded and 
became great, and in their unwillingness to have our national shrines desecrated 
through visits from unworthy guests. 

But in view of the Administration’s constant and determined efforts over the 
past four years to give aid, economic and military, to this thug, Tito, and his 
associated gangsters, in view of its failure to realize that Tito and his mob do 
not represent the people of Yugoslavia * * * possibly no more than Al Capone 
represented the people of Chicago * * * and in view of its “diplomacy of per- 
sonal contact’, doesn’t it behoove us to be on guard to ensure that Tito be not 
invited to visit us in the future? 

Therefore, might it not be worthwhile to review who Tito is, how he came to 
power and maintained himself in Yugoslavia against the will of the people, his 
record of loyal service to Moscow and of enmity to the West, his actions in the 
Polish, Suez and Hungarian situations, and what may be expected of him in 
the future, which together should show whether he measures up to the kind of 
person we would like to have visit us? 

Whether Tito was born in Croatia, Yugoslavia, or, as some say, in Galicia or 
the Ukraine, which might explain his foreign accent and poor Croatian shown in 
his early speeches after Stalin placed him in power in Yugoslavia in October, 
1944, he did serve in the Austro-Hungarian Army in World War I, he was cap- 
tured by the Russians and held as a prisoner of war. He joined the Bolshevists 
in the Russian Revolution, studied in Communist schools in Russia, and later 
was sent to Yugoslavia to work with the Communist Party. He rose in the 
Party, was jailed by the police, escaped, and was sent to serve World Com- 
munism in other countries. In the spring of 1937, together with other Yugoslav 
Communist Party leaders he was called to Moscow for consultations. 

Iskra (The Spark). the excellent Yugoslav bimonthly paper published by 
refugees in Munich, Germany, in its April 25, 1956, issue, under the heading, 
“‘Tito—Model Executioner,” portrayed a bit of Tito’s character through the 
following quotations connected with that 1937 trip to Moscow: 

(a) From Die Weltwoche, the well-known Swiss weekly, and its articles on 
the Riddle of Tito, by Serge Caplan, in April 1953, who said: 

‘Early in the morning, April 23, 1937, Milan Gorkie (Secretary General of the 
Yugoslav Communist Party) and his wife were led into the courtyard of the 
Ljubljanka, the central prison in Moscow. Both were in chains and heavily 
guarded. The previous night, Vishinski and Manuiliske had sentenced them in 
a special court, Gorkie bore himself calmly, bravely. His wife cried, screamed, 
called for help. She directed glances full of curses at “‘Friend Walter” (the name 
by which Tito was known to his Communist friends), who had come there to 
witness the carrying out of the death sentence. Gorkic and his wife were placed 
against the wall and shot. When they fell, Tito left. The same day, before 
noon, Malinkov (then Stalin’s secretary), received Tito with a smile, and said: 
‘I have good news for you, Friend Walter. The Executive Committee of the 
Comintern has named you to be the General Secretary of the Yugoslav Com- 
munist Party, as successor to the traitor Gorkic.’ ”’ 

(b) Hans Borkenau, a former member of the German Communist Party, now 
a publicist and author of many articles and studies on Communism, states in his 
recent book, European Communism—Its History From 1917 Until Now, in the 
chapter on ‘‘Tito’s Rise:’’ 

“Tito contributed to the destruction of his superiors and after their demise 
received a free hand for the reorganization of the Communist Party of Yugoslavia. 
Stalin regarded Tito as one of the most able representatives of young generation 
of Communists; he was the dynamic type who works much and questions but 
little. In other words, he was a model executioner for Stalin, the ‘great execu- 
tioner,’ whom today, in chorus with Khrushchev & Company, Tito renounces and 
charges with criminal actions.” 

Tito returned to Yugoslavia to reorganize the Yugoslav Communists, who 
remained quiet when Stalin’s ally Hitler attacked Yugoslavia, April 6, 1941. 
But after Hitler’s attack on Stalin, June 22,:1941, Tito, under the mask of nation- 
alism and of resistance to the Germans, began his drive to eliminate anti- 
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Communist Yugoslav leaders, and to prepare to take over the country for World 
Communism. 

General Mihajlovitch, Royal Yugoslav Minister of War, who later, in 1942, 
contributed greatly to the British victory at El Alamein by cutting the German 
supply line through eastern Serbia down to Greece, late in 1941 drove Tito out 
of Serbia into mountainous western Bosnia. From there Tito carried on his 
campaign for the Communization of Yugoslavia, calling his bands deceptively, 
“‘The People’s Army of Liberation,’ which meant to the peasants liberation from 
the Germans, and thus initially helped to get support from some of them. 

In spite of getting the supplies we sent him instead of to General Mihajlovitch, 
and in spite of getting the equipment surrendered to him on our instructions 
by the Italians in Yugoslavia, after their capitulation, Tito’s forces were so in- 
effective that German paratroopers captured his headquarters in Drvar in May 
1944. Tito saved himself by deserting his men and being flown to Italy in an 
allied plane. Then our leaders, appeasing Stalin, and in their incredible ignorance 
of what Tito, a Communist, was, consulted with this runaway, placed him on the 
Yugoslav island of Vis with allied troops to protect him, and treated him as a 
man of parts. 

True to his vicious Communist training, Tito, after being saved by the western 
allies, skipped from Vis in a Soviet plane, and reported to Stalin in Moscow. As 
a result, Stalin, against allied agreements, sent a Soviet Army into Yugoslavia, 
and in October 1944, placed in power in Belgrade, as “Liberator of Yugoslavia,”’ 
Tito, who had deserted his own men at Drvar, ads never had been able to reach 
Belgrade with his Partisans. An orgy of arrests and killings of anti-Communist 
Serbs followed. The Serb youth, without equipment or training, was conscripted 
and driven as a protective screen before Tito’s Communists as they followed the 
Germans retreating through Zagreb to Germany. In Zagreb, as in all other Yugo- 
slav cities, arrests and murdering ensued. People, many “in absentia,’’ were put 
before special courts on all kinds of fictitious charges, merely to have some quasi- 
judicial justification for Tito’s confiscation of their property. 

Tito and his mob organized Communist Yugoslavia on the basis of Soviet 
advice and police terror. They created a slave state in which the people and 
their churches, practically speaking, had no rights other than to act as directed 
by the Communist Party * * * which had all power. 

Their much propagandized ‘‘break” with the Soviets, June 28, 1948, actually 
their expulsion from the Communist International * * ’* Comintern * * * was 
a personal matter of Stalin’s who probably felt his protege, Tito, was getting too 
big for his boots. Our foreign-policy leaders, excited, it seems, by their silly 
hopes that through Tito they would be able to win the Chinese and Satellite 
Communists away from the Soviets, overlooked facts such as Tito’s flight from 
Vis to Moscow in 1941, his shooting down of unarmed American airmen in 1946, 
and his proven record as a Communist, and began to support Tito. Incredible 
as it must have been for the enslaved peoples, our United States, supposedly the 
bastion of liberty, enabled Tito and his gangsters, through American support, 
to maintain themselves in power and to hold the Yugoslav peoples in slavery * * * 
even until now. 

Including the $550,000,000 given in UNRRA aid, a third of which, according 
to competent observers, was shipped on by Tito to Soviet Russia, and to the 
Albanian Communists, we’ve given Tito probably $2,000,000,000 in aid, eco- 
nomic, financial, and military. As an example of how our government extends 
aid, even military, to an avowed enemy, note that our Department of Agriculture 
announced January 19, 1956 (last year): “details of an agreement between the 
United States and Yugoslavia providing for the sale of $49 million worth of 
United States agricultural commodities (including certain ocean transport costs) 
for dinars (Yugoslav currency) * * *,” This covered approximately 75,000 
metric tons of wheat, 49,000 bales of cotton and 40,000 metric tons of lard plus 
ocean transport. 

Four months later, a New York Times dispatch, dated May 21, 1956, read: 

“The United States and Yugoslav governments announce an agreement today 
to release $46,700,000 in American aid counterpart funds to be used to purchase 
equipment and supplies for the Yugoslav armed forces.” 

Presumably, upon receiving the shipping documents for the commodities con- 
cerned, the Vaasa National Bank credited the United States for the dinar 


amount covering the dollar value of the commodities. Then following the May 
2ist agreement, they probably debited our account for the dinar value of the 
$46,700,000 mentioned, and through these simple bookkeeping entries, the wheat, 
cotton and lard, supposedly “sold”? to the Yugoslav Communist Government, 
was given them free for the purchase of military equipment and supplies, to be 
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used, if so dictated by World Communism at some future date, to kill our own 
American boys. 

But, as possession of the commodities must have passed with the documents, 
what was to stop Tito from shipping all or part of them, should he so wish, say 
to Czechoslovakia as payment for arms for Yugoslavia, or even for Egypt in some 
Communist deal, Tito’s men having played an important role in negotiating the 
Czech-Egypt arms business. 

That’s just one glimpse of how Tito and his mob have maintained themselves 
in power in Yugoslavia. Our enormous aid to Tito enabled him to travel to India, 
Burma, Ethiopia, Egypt, and other countries, going in his own private yacht, 
accompanied by warships and hundreds of guards, all intended to impress the 
peoples visited, and has enabled him to build and operate a spy and propaganda 
apparatus in our and other countries, and all for the benefit of World Dosatertiahem 
and the overturn of the democracies. 

His trips, judging by the results, were made as a front man for Moseow. Ob- 
viously, Tito, posing as a “different” or ‘nationalist’? Communist, openly sup- 

orted by the United States Government, has been an ideal ground-breaker for 

rushchev, Bulganin, Zukov, Shepilov, and other Moscow men who followed him. 
And travelling on his own yacht, he most probably carried Soviet gold for delivery 
to Nasser for the financing of the Soviet inspired revolutionary propaganda in 
Africa, which was noted incidentally in my May 7, 1954, talk before The Common- 
wealth Club of California, and which is very interestingly and fully described in 
Mr. Frank Kelly’s article in the New York Herald-Tribune of February 12, 1957. 
Don’t forget that Nasser nationalized the Suez Canal, July 26, 1956, just a week 
after returning from his visit to Yugoslavia, where on July 18, he was in confer- 
ence the whole day with Nehru and Tito. Also note that Tito, only a few weeks 
earlier had returned to Yugoslavia from his trip to the Soviet Union, and in all 
probability could have brought back some “suggestions” for Nasser. 

Tito’s statements during the Suez, Polish, and Hungarian crises, have been re- 
served, but his delegate to the United Nations has voted fairly consistently with 
the Soviets, or ‘‘abstained’”’ to their advantage. 

I may be wrong, but believe that Tito, during that period was trying not to 
offend the United States, whose foreign-policy leaders had until October 16 to 
decide what to do about extending further aid to Tito. The decision announced 
that day, extending economic aid and leaving the door open for possible military 
aid was so important for Tito in giving him a chance to bolster his sagging economy 
that even the Hungarian revolt on October 23 brought no statement from him, 
waiting as he was for help from us. Our administration worked fast to help the 
Communist Dictator, for on November 3, 1956, the Department of Agriculture 
announced: 

‘Secretary of Agriculture Ezra Taft Benson announced that the United States 
has entered into a commodity agreement with the Government of Yugoslavia for 
the sale to that country of $98.3 million worth (including certain ocean trans- 
portation costs) of U. 8. Agricultural surplus commodities,’’ covering approxi- 
mately 925,000 metric tons of wheat, 85, bales of cotton, 32,000 metric tons of 
lard, 7,000 metric tons of cottonseed or soybean oil, 9,000 metric tons of inedible 
tallow, and ocean transport. This is the third foreign currency transaction entered 
into with the Government of Yugoslavia, and brings the total value of such agree- 
ments with that country to $221.5 million.” 

Most interestingly, a New York Times dispatch from Belgrade, dated November 
fourth, the day after Mr. Benson’s announcement, and published on the fifth, 
included the following: 

“Yugoslavia supported the new Government in Hungary tonight. * * * The 
Belgrade regime finally took a public stand on the Hungarian situation after nine 
days of official silence by circulating a commentary from Tanjug, official news 
agency. The document was understood to state the views of President Tito. 
It regretted that the government of Janos Kadar had to rely on Soviet troops to 
come to power. But it explained this intervention with the assertion that, “‘reac- 
tionary elements’ were about to bring down the whole Socialist structure in 
Hungary. 

“The use of foreign troops for settlement of internal matters is contrary to the 
principle attitude on which Yugoslavia is building Socialism and which should 
exist in international relations. However we cannot overlook the fact that the 
use of these troops is the product of negative developments.”’ 

Thus Tito, who had kept his mouth shut while the, to him, life-saving commodities 
agreement was being worked out with us, was able on November 4 (with 
$98,300,000 of commodities assured to him from America the previous day, with 
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100,000 tons of the wheat to be supplied immediately without the usual seven-day 
waiting period), to talk, and talk he did. 

He spoke again, and at length, at Pula, Yugoslavia, on November 16. There he 
discussed the Polish and Hungarian situations, and although he made certain 
criticism of Soviet handling of the situations and of its intervention, yet he stated 
definitely, and this seems the kernel of it all to me, as reported in the New York 
Times on November 17th: 

‘‘Many people are asking why the Soviet intervention took place. It is clear, 
we have said and we will always say, that we are against the intervention and use 
of foreign military force. * * * Jt is understood that if intervention saves Socialism 
in Hungary, then comrades, we will be able to say, although we are against the inter- 
vention, that Soviet intervention was necessary.’ (Italic by the writer.) 

Noting that Tito uses the terms ‘‘Socialist’”’ and “Socialism” as we use ‘“‘Com- 
munist” and “Communism,” it is seen that irrespective of the desires of the 
Polish, Hungarian or any other peoples to have their freedom, Tito approves the 
use of foreign (Communist) intervention to suppress those God-given desires, 
and to maintain the respective Communist Government in power over those 
people. 

When Tito speaks of freedom, it appears obvious that he means freedom for 
the Communist Party concerned, to control the Government concerned, and thus 
to enslave and dominate the people under them. Unfortunately our foreign 
policy leaders do not appear able to understand this difference between Tito’s 
standard Communist idea of freedom, and freedom as we understand it * * * 
freedom for the people as masters of their governments. 

Tito is now assured of $98,300,000 more at least in good American commodities, 
to be paid for apparently in his Yugoslav Communist dinars. Are those dinars 
to be released back also as Counterpart Funds to be used by him for the purchase 


of more military equipment and supplies, to be used possibly some day against our | 


American boys? Or will he ship them to Czechoslovakia or some other Com- 
munist country to pay for equipment for his Yugoslav Communists or for Egypt 
or some other country where Communism is trying to foment trouble for the 
West? If so, why? 

Tito, the deserter we saved in May 1944, and saved again through our support 
efter Stalin turned against him in 1948 (though Tito never has turned against 
Communism), must carry on as a Communist. Otherwise he will be finished. 
In a free election the Yugoslav people would rid themselves of him fast; he knows 
that, hence will hold no such election. 

He has to stick with World Communism, with the Soviets, and it seems to 
me, the sooner our foreign-policy leaders realize that, the better it will be for 
us and for the world. How can the rest of the world, particularly the hundreds 
of millions of enslaved peoples have any faith in our declarations of our anti- 
Communism when we support Tito, whom we have built into a world figure in 
Communism? 

A visit by Tico to Washington would be a tremendous build-up for him per- 
sonally, it would be a victory for World Communism, and would be the last straw 
in wrecking faith in our country in the minds of those immense numbers of human 
beings, living miserably in Communist slavery, but who have held to their hope 
in getting back their freedom one day through our help. Our handling of the 
Hungarian situation must have dismayed those people who have carried hope 
for freedom in their hearts. Let us start to rebuild that hope through letting 
Tito know, once and for all, that he will never be invited to Washington. 


STATEMENT OF JAMES G. PaTTON, PRESIDENT, NATIONAL FARMERS UNION, ON 
ProposeD Mutvat Security PROGRAMS FOR Fiscat 1959 


Mr. Chairman and members of the committee, National Farmers Union wishes 
to reaffirm its support of the objectives of the mutual security programs. In each 
of the 10 years since their establishment, we have supported these programs of 
economic development, technical assistance, and military aid for the war-devas- 
tated and lesser-developed nations of the free world. 

We are concerned that present administration of these programs is not achiev- 
ing the objectives as conceived by the Congress. We therefore welcomed Presi- 
dent Eisenhower s message to Congress in which he stated that the objective of 
the mutual security program is to preserve peace and freedom for our Nation 
and for other nations of the free world. 
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We have a prime responsibility to our own people for building firm bonds of 
friendship between this country and the many friendly and struggling nations of 
the world. The inadequacy of our present methods of operation have been re- 
vealed in the past years by the deterioration of our relationships with nations in 
the Middle East heretofore friendly to the United States. Our relations with the 
so-called neutral or uncommitted nations of Asia have weakened, as well as those 
with our friends in the Atlantic alliance. Moreover, we have lost Syria to the 
Communists and the tragic and unnecessary £uez crisis still exists. 

With this alarming situation as a background, the President’s forthright state- 
ment of our aim to build for international security through suggested programs for 
economic development loans, continuing technical assistance, attention to world 
health needs, and military aid was doubly welcome. 

The membership of National Farmers Union, through delegates to our most 
recent national convention, expressed interest in and support of activities and 
programs needed to increase the economic strength, productive capacity, and living 
standards of the people of the free world. Having seen the success of the Marshall 

lan in the reconstruction of the war-wounded European nations and Japan, 
‘armers Union members support assistance of such magnitude and for such 
duration of time as may be necessary to find the right answers to the problems of 
chronic underdevelopment. Members of National Farmers Union look on 
United States assistance to the lesser developed nations as essential to the attain- 
ment of peace and better living for our own citizens as well as the citizens of the 
other free nations. Moreover, we look upon such programs not as foolhardy 
benevolence, but as a commonsense approach to the attainment of our own 
security and survival. We concur heartily with the President’s statement: “‘It 
is (mutual security) what its name declares—the mutual security of our own and 
other free nations.” 

Most people in Asia, Africa, and Latin America live under conditions which 
by American standards are appalling. These people, human beings, not only 
do not enjoy the goods and services which we have come to regard as a normal 
part of modern living, but are inadequately supplied even with the basic neces- 
sities of life—food, clothing, and shelter. For the most part they are illiterate 
and without programs of vocational education which we have drawn on heavily 
for trained manpower both in the agricultural and industrial sectors of our 
economy. They suffer from numerous diseases which we have seen either elimin- 
ated completely or brought under control in the advanced countries of North 
America and Europe. Infant mortality is high, as is the birth rate. Life is 
short with starvation still a cause of death in some areas. 

In his state of the Union message the President challenged the Soviet Union 
to join in our efforts to eliminate cancer, heart disease, and malaria. But with 
starvation still a cause of death in some areas and with hunger prevalent among 
half of the world’s people, we submit that a challenge to the Russians to join us 
in greatly expanded efforts to eliminate hunger in the world would have served 
best the objectives we seek—‘‘peace and freedom,”’ in the words of the President. 

People of Asia, Africa, and the Middle East are struggling for freedom from 
colonialism and for a democratic society embracing the concept of dignities of the 
individual. They seek living wages, fair and rising labor standards, progressive 
forms of taxation, the elimination of discrimination based on race, color, na- 
tionality, religious beliefs, caste or sex and, last but not least, they seek enough to 
eat and wear. These kinds of aspirations, farm families of the United States can 
understand. What they cannot understand is why we cannot have a foreign 
policy which will reflect our genuine interest in human freedom and betterment in 
the underdeveloped areas of the world. 

We feel now more than ever, it is important that our attitude toward the under- 
developed areas of the world be farsighted and just. In a democracy we all share 
in the responsibilities which have fallen on the United States—recognized leader 
of free and freedom-seeking men and women of all nations. 

Farm families believe in a pattern of living based on fair play, neighberliness, 
and concern for the welfare of others. Out of this conviction has grown a deep- 
seated desire for a world free from conflict as well as a basic understanding of the 
cause of unrest—unrest that ultimately may be the cause of war. Farm families 
know that the greatest contribution that we as a nation, leading the free world, 
can make is to solve the problems of chronic underdevelopment, poverty, and 
hunger. 

We cannot understand the shortsighted failure of the administration to make 
constructive use of our stockpile of food and fiber in areas of need. If the Soviet 
Union were blessed with such a treasure-house, they would recognize it as a force 
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to be used creately and boldly for their own aggressive, expansionist purposes. 
Are we so lacking in imagination that we cannot devise ways and means of using 
these stocks of food and fiber, either on a loan or grant basis, to raise the stand- 
ards of living and education in chronically underdeveloped areas? We believe 
that these needs, rather than the military kind of security, as important as it is, 
should be uppermost in our thoughts and plans. In serving the basic needs of 
people who are desparetly trying to bridge a gap of a century or more in economic 
and educational development, we will serve our own best interests. 

We know that there is no escape from substantial foreign aid expenditures 
for many years ahead. Such a program, however, should be directed toward 
the basic needs of the impoverished people in our world. Food is a vital and 
necessary factor in our foreign policy. All of the so-called surplus United States 
food and fiber production. would be but a drop in the bucket, if the democratic 
nations should agree to use food to finance elimination of illiteracy in under- 
developed countries by means of nationwide systems of free public school edu- 
cation. Included in this educational program should be vocational education 
training for both youth and adults in the skills needed in agriculture and whatever 
industrial employment is available. 

United States programs of technical assistance and economic development 
should be directed increasingly through the United Nations and the specialized 
agencies. Last year the United States contributed to the United Nations techni- 
cal assistance program approximately 50 percent of the total. Even at this 
amount we were contributing less than several other countries when total amounts 
contributed by nations are broken down to the per capita contribution. We 
favor, therefore, stepped-up participation in the United Nations program of 
technical assistance and favor increased United States contributions to this 
and other related programs of the specialized agencies when such can be accom- 
plished without interfering with the multilateral nature of the programs. Specifi- 
cally, we urge that the full $20 million provided for the United Nations expanded 
technical assistance fund be approved by the committee. 

We would not want it to appear that the United States is trying to take over 
the programs of technical assistance and economie development now being 
conducted so successfully on a multilateral basis. There would be some concern 
in this connection, I am sure, if we should channel! the contribution we are now 
making to the United Nations expanded technical assistance fund direct to the 
specialized agencies of the United Nations as some have proposed. 

There are sound and logical reasons why we in the United States would do well 
to channel even larger amounts of our expenditures for technical assistance 
and economic development through the United Nations. Perhaps the primary 
reason is the almost hysterical wave of nationalism which is spreading throughout 
the nations which only recently have shed the yoke of colonialism and those 
which have yet todoso. These nations, greatly in need of assistance in education 
and economic development as they are, prefer such assistance through the United 
Nations. There are no people in the world who should be able to understand 
this attitude any better than we here in the United States. Because of past 
experiences that some of these nations have had with colonial powers, they remain 
highly suspicious of the intentions of any western power. To put it simply, 
they are fearful of becoming involved in what appears to be a new imperialist 
relationship. The United Nations framework offers them assurance of an 
equitable relationship within any economic assistance program by virtue of their 
participation in the agencies of the United Nations. 

While we endorse the military side of the mutual security program (appropria- 
tions for the 1959 fiscal year are more than $25 billion), we do not agree with those 
who believe that economic assistance should be given only to countries committed 
to us as military allies. This kind of thinking ignores the facts of life in the emerg- 
ing areas of the world. The loss to communism of a so-called neutralist country 
could be just as damaging to our security as the loss of a military ally. 

Delegates to the recent national convention of Farmers Union heard as well as 
endorsed a proposal outlined by Lord Boyd-Orr to reduce military expenditures 
and increase thereby spendable personal incomes and funds for economic develop- 
ment. Lord Boyd-Orr’s proposal relates both to the objectives we seek in the 
emerging areas of the world and in furthering disarmament negotiations. He 

roposes that the United States assume leadership for negotiations with the Soviet 
Jnion, inviting other nations to participate, the objective being to reduce expendi- 
tures for armaments by approximately 10 percent as a beginning. 


Half of the savings could be used, according to Lord Boyd-Orr, to cut taxes and 
the other half devoted to an economic development fund under the auspices of the 
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United Nations to be used in ways which further peace, freedom, and rising living 
standards in the emerging areas of the world. 

The production of enormous quantities of agricultural implements, fertilizers, 
equipment for irrigation projects, modern sanitation, together with consumer 
goods, as the purchasing power of the people in the undeveloped countries rises, 
would provide a market for all that the industrialized countries could produce for 
a good many years ahead, and so keep the wheels of industry turning as the produc- 
tion of armaments decreased. 

This general idea of getting the nations to cooperate in world development, to 
abolish poverty and double and redouble world trade was the conception behind 
the establishment of the Food and Agriculture Organization. The World Food 
Board, proposed by FAO and approved by the majority of the nations of the world, 
was designed to be the first step beginning with food—the first want of man. 

If a World Food Bank, as proposed by Lord Boyd-Orr, had been in operation 
since 1946 when he proposed it, the surpluses of food and industrial products now 
causing economic distress would have been purchased by the undeveloped 
countries through long-term loans provided from the development fund. 

Our president, James G. Patton, continues to urge that, looking forward to the 
time when Lord Boyd-Orr’s proposal is accepted by the so-called have nations, 
we in the United States set aside 5 percent of our gross national product for use 
in making long-range loans and grants to nations in emerging areas of the world. 
Without some such action on a long-range basis pressure continues for erecting 
trade barriers, political barriers, and human barriers which breed more conflict 
and which may be the basis for another world war. 

Those parts of technical assistance and economic development programs that 
cannot under current conditions be administered through the United Nations 
should be conducted through voluntary private foreign policy organizations such 
as under direction or religious organizations and through CARE. Working 
through private organizations has two advantages: (1) There is about such 
channels not even the illusion of “economic imperialism’’ which is sometimes 
incorrectly held to be the case with direct Government aid, and (2) there tends 
to be more diligence on the part of private relief groups to find the people most 
in need of help and to serve them in the most economical ways. 

National Farmers Union supports the view that the agencies conducting 
technical assistance programs should promote agricultural land reform in all of 
its phases: Secure land tenure, adequate farm income programs, development of 
farmers’ purchasing, marketing, and service cooperatives, adequate family farm 
credit facilities, organization, and development of free farm organizations. 

The desire of the agricultural producers of the world to become substantial 
family farmers with secure tenure and decent incomes can be a strong moving 
force for expansion of democracy and a secure place. We urge continuing study 
along this line to determine the extent to which adequate emphasis is being 
given to the matter of giving farm families a strong stake in their land and their 
national survival, 

Farmers Union continues to support United States leadership in an interna- 
tional food and raw material reserve. This proposal is known also as the World 
Food Board or World Food Bank and has been referred to earlier as a part of the 
Food and Agriculture Organization during Lord Boyd Orr’s director generalship 
of that organization. Under this proposal nations who need to withdraw food 
and fiber from the reserve or bank but cannot pay for them in cash would be 
extended a line of credit to be used in the development of their resources, and 
their economy. Farmers Union believes that the standard of living throughout 
the world would be raised and, equally as important, put on a more stable basis. 

As stated in the legislative provision approved by the Senate in 1956, the 
objectives of the international food and raw material reserve are as follows: 

1. To prevent extreme price fluctuation in the international market in 
these commodities. 

2. To prevent famine and starvation. 

3. To help to absorb temporary market surpluses of farm products and 
other raw materials, exclusive of minerals. 

4. To build economic and social development programs formulated in 
cooperation with appropriate international agencies. 

We feel that the most persistent, most disturbing of modern economic problems 
is the human suffering and economic stagnation enforced upon producers of raw 
materials by the extreme ups and downs in the prices of raw materials and 
consequently in their incomes. 











1796 MUTUAL SECURITY ACT OF 1958 


Such great uncertainty of income is responsible for lack of economic growth 
and development in the underdeveloped areas of the world. Raising the incomes 
of primary producers would be the logical first step in the development and growth 
of the economy of an underdeveloped and emerging nation. For that reason, 
Farmers Union believes that the negotiation of an International Food and Raw 
Material Reserve is of great importance in helping solve the problems of the 
underdeveloped part of the world. 

The international food and raw material reserve proposal does not itself estab- 
lish an international agency. It merely calls upon the President to undertake 
negotiations with other nations to that end. Any agreement reached, as a result 
of such negotiation would be subject to review and ratification by the Senate of 
the United States and appropriation of any capital or other funds would, as in 
the case of any appropriation, require action by both Houses of Congress. 

At the Senate hearing on the international food and raw material reserve 
resolution, the only opposing witness represented Secretary of Agriculture Benson. 
Senators Murray of Montana and Scott of North Carolina testified in favor of 
the resolution along with representatives of the United Auto Workers of America, 
Americans for Democratic Action, Cooperative League, International League 
for Peace and Freedom, the Committee for Economic Stability, and National 
Farmers Union. 

The United States economy and its future is important to whatever we as a 
nation are able to do in the underdeveloped areas of the world. It is absolutely 
imperative that the United States maintain its domestic economy on a stable and 
growing basis with all groups, sharing equitably in the wealth it affords. 
If we fail in this objective, we shall fail not only our own cit zens but the citizens 
of the other nations who look to us for leadership in the struggle against commu- 
nism and in search of democratic government. 

The decline of farm income must be halted and the income of farm families 
must be stabilized on a parity with incomes of nonfarm families or we face a 
disastrous national depression—disastrous not only in terms of the welfare of our 
own citizens but disastrous in terms of the welfare of all citizens of the world who 
search for the good life. 

We have been led falsely to believe that increased public expenditure will result 
in deficit finance and higher taxes while this is not the case at all. Wisely planned 
public expenditures might result in a larger budget but not necessarily a deficit 
budget. Actually, the increased rate of growth of our economy would produce 
os tax reserves and lay the groundwork for an eventual lowering of taxes. 

uch inereased growth of our economy would strengthen our leadership of the 
democratic world and make possible more United States assistance to under- 
developed areas. 

We, as citizens of the United States, must seek to intensify efforts of the United 
States in maintaining a sound, growing economy with equitable sharing of the 
wealth produced among all our citizens. 

We must assist in the development of a coordinated program to relieve hunger 
and suffering in needy areas of the world. We must seek means of strengthening 
economies of democratic nations. We should have as our objective in these 
nations the kind of development and assistance that will: 

Create an international community of economic effort for common pur- 
poses, while neither forcing unwanted policies on others as a condition of 
our help, nor undertaking action ourselves in the absence of appropriate 
efforts in the countries that participate. 

Eliminate economic weaknesses that threaten political stability and foster 
the growth of totalitarian imperialism, whatever the form. 

Attract peoples and governments now uncommitted or neutral toward true 
democratic government. 

Insure that increasing opportunities for economic growth and improving 
standards of living in underdeveloped nations will be equitably shared among 
its citizens. 

Result in the denouncement of colonialism in clear unmistakable terms. 

Curb the exaggerated talk about United States armed might, its military 
alliances and its atomic striking power, while maintaining an adequate de- 
fense until a foolproof disarmament agreement can be worked out. 

Provide that United States economic aid be given separate and apart from 
military aid and without strings of any kind attached. We must not give 
the impression that we are trying to buy goodwill of those to whom we 
the aid. Our interest is in assisting other nations in a true spirit of help- 
ulness. 
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Give aid in the peaceful use of atomic energy while vastly increasing 
domestic development and use of atomic energy. 

Make constructive use of our abundant agricultural commodities to alle- 
viate inflation in developing nations and to further programs of education, 
including programs of vocational education. 

To obtain these objectives we support: 

Continued international economic negotiation such as is needed to create 
the international food and raw material reserve or World Food Bank. 

Greatly expanded United States and U. N. foreign economic development 
assistance with the objective being wider use of the United Nations and 
private agencies. 

Expansion of the technical assistance program through which our advanced 
technological knowledge and know-how is made available to other nations. 

Improved land tenure systems. 

Extending the Reciprocal Trade Agreement Act, with more and better 
use made of it. 

Expansion and renewal of International Wheat and Sugar Agreements 
and negotiation of other such agreements for all commodities that enter 
importantly into world trade. 

Let us remember that the man who digs in the rice paddy of Ceylon or scratches 
with a stick in the earth of India, is becoming more and more important to us. 
What he and other people like him think, feel, and believe is of growing concern 
to every person in the United States. 





STATEMENT OF Mrs. Dorotny Mepprers Rosinson, Women’s INTERNATIONAL 
LEAGUE FOR PEACE AND FREEDOM, UNITED STATES SECTION, ON THE AUTHORI- 
ZATION OF THE Mutua Security Act, 1958 


Mr. Chairman, and members of the committee, my name is Dorothy Medders 
Robinson, 1335 Holly Street NW., Washington, D.C. I write today as chairman 
of the legislative committee in behalf of the United States section of the Women’s 
International League for Peace and Freedom. Our legislative office is at 214 
Second Street NE. This organization was founded 43 years ago this month dur- 
ing the First World War to draw together women of all nations, races, and 
philosophical backgrounds to study, make known, and eradicate by peaceful 
means the root causes of war. I appreciate the opportunity of appearing before 
you to express the views of our organization. 

We are in hearty accord with an authorization to extend economic aid and tech- 
nical assistance activities as suggested in the program of mutual security and have 
testified in support of this particular program before because we sincerely believe 
that economic aid and technical assistance to developing areas is one of the major 
tools available in a search for security. Reports which come to us from our ob- 
server at the United Nations, from our national sections in Europe, Asia, and Africa, 
as well as from accounts of many of our responsible members who have seen eco- 
nomic aid and technical assistance at work, make our organization fully conscious 
of its value. It not only betters the situation in the world as a whole, but it bene- 
fits our own country in many specific ways. 

(1) It establishes good relations with nations from whom we obtain important 
raw materials and other goods. 

(2) It establishes these nations as the greatest potential market for future 
trade relations. 

(3) It provides employment directly for many thousands of Americans and, in- 
directly, through trade, for many millions of Americans. 

(4) It affords the United States, which holds 40 percent of the world’s income 
while two-thirds of mankind go hungry, ill housed, and ill clad, an opportunity to 
fulfill its moral obligation of ‘doing unto others as you would have them de unto 
you.” 

(5) It recognizes that on our shrinking planet no nation “is an island unto 
itself,’’ the health of each affects the well-being of all. 

(6) It helps to eliminate trouble spots of dissatisfaction, and world tension is 
thereby greatly reduced. 

It is for such reasons as these that our organization believes not only in this 
program of aid and technical assistance as proposed in the amended mutual 
security legislation but also in a greater and more far-reaching program than has 
yet been prepared for enactment. We urge that such an expanded program be 
prepared, for in this pattern lie “true security” and a peaceful world. 
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The total asked for in this present mutual security request is $3,942, 100,000; 
and, according to the breakdown of this amount, less than one-quarter of it will be 
used, directly for economic aid and technical assistance either by the United States 
or through the specialized agencies of the United Nations. More than three- 
quarters of the proposed amount will go to military assistance for other nations, 
the maintenance of overseas bases, and for use in the continued waging of the 
cold war. President Eisenhower stated in his speech on February 25, 1958, 
““* * * these sums, great as they are, cannot produce a single constructive, useful 
thing for human beings.’”’ The Women’s International League for Peace and 
Freedom agrees with this statement. We are a part of a growing minority which 
sees only destruction in the continuance and extension of this military pattern. 
Our organization has consistently believed that such a pattern leads only to war 
and has frequently so testified. 

The more than three quarters of the appropriation to be applied to military 
expenditures takes us in one direction; the less than one quarter to be applied to 
economic aid and technical assistance takes us in quite another. Is_ it not possible 
to separate this legislation? We understand that many letters requesting such a 
division have been sent the executive branch of the Government and Congress. 
These letters have urged that this bill be withdrawn and the appropriation request 
be divided into 2 separate bills, 1 for the military and 1 for the economic aid and 
technical assistance. The Women’s International League for Peace and Freedom 
finds itself in a serious dilemma. As I have already stated, there is nothing we 
believe in as being more useful for the creation of a peaceful world than economic 
aid and technical assistance. On the other hand, there is nothing we believe in as 
being less helpful for that end than supplying other nations with arms, maintaining 
overseas bases, and carrying on the cold war. It is impossible to support the small 
part of the appropriation we believe in without at the same time lending our sup- 
port to the passage of the bill as a whole. This we cannot do. We are forced 
therefore to oppose the passage of this amendment to the Mutual Security Act of 
1954. We urge your earnest consideration of a separation of the military from 
the nonmilitary programs. 


JEwisH War VETERANS 
OF THE UNITED STATES OF AMERICA, 
Washington, D. C., April 11, 1958. 
Hon. THomas MorGan, 
House Office Building, 
Washington, D. C. 

Drar ConGRESSMAN Moraan: Since it was not possible for me to testify before 
you in person on the mutual-security program, I am enclosing my statement on 
behalf of our organization. The statement is short and together with the resolu- 
tions, will not take you more than a few minutes to read. I hope you will give our 
recommendations full consideration in formulating the necessary legislation. 

With all good wishes, 

Cordially, 
BERNARD WEITZER, 
National Legislative Director. 


STATEMENT ON THE MutTuAt Security ProGrRaM BY BERNARD WEITZER, Na- 
TIONAL LEGISLATIVE DrrecTor, JEwIsH WAR VETERANS OF THE UNITED 
STATES OF AMERICA 


On behalf of the Jewish War Veterans of the United States of America, I 
welcome this opportunity to present our views in support of the mutual security 
program as proposed by the President and to express our appreciation for this 
privilege. 

Our support for the essentials of such a mutual security program has been con- 
tinuous over a period of 10 years. At the end of this statement are copies of the 
four resolutions on this subject passed at our 62d Annual National Convention 
held in Boston in August 1957. Please consider these resolutions as a part of my 
statement to be included in the record of the hearings, 

Never before during the 10 years has there been any greater need for such a 
program, except possibly when the Marshall plan was originally proposed. The 
overall results during the past 10 years from the aid which we have extended, 
must be adjudged as most successful. One measure of our success is the fact that 
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the Kremlin’s masters of communism have, during the last 2 years, embarked on 
an economic-aid program, themselves, although their motives, unlike our own, are 
to use such aid as additional means for accomplishing their aims of subversion 
and domination of the countries to which the aid is extended. 

Under these circumstances, can it be anything but unwise and dangerous to our 
national security to cut back on the recommendations made by the President in 
his message of February 19, 1958, to the Congress? As a veterans’ organization, 
one of our primary interests is the national security of the Nation for which our 
members and all other war veterans fought during the wars of the last 60 years. 
As the President said so vigorously in his message, the mutual-security program 
is an essential part of our national defense which supplements the Armed Forces 
that we and our allies maintain. It is an ingredient of our overall defense which 
cannot be spared unless we are willing to see Communist domination of important 
world areas expand. 

During your hearings, you have heard criticism as well as praise of the mutual- 
security program as it has been administered. Even the most rabid critics have 
not recommended the extinction of our Government’s activities in this field. 
Their aim has been, principally, to deride mistakes that may have been made so 
as to discredit the program as a whole thereby to persuade your committee and 
the Congress to strangle the program bit by bit through cutting the authorization 
and the appropriations. The Director of ICA has dealt adequately with these 
criticisms In my judgment. 

This is not to say that there have been no failures and no mistakes. In gov- 
ernment as in business, faulty judgment and mismanagement are bound to appear 
in programs of great magnitude. The correction of such situations cannot be 
accomplished by cutting the amount of money required to achieve the results 
which are essential to our national security. I am confident that your committee 
will do what is legislatively possible to protect the expenditures of the full amount 
asked for by the President from waste. The task ahead of us is a most difficult 
one. Russian communism is an outspoken enemy which declares forthrightly its 
determination and expectation to dominate the world. Its efforts are constantly 
advancing in vigor and strength. It is striving to overcome first of all, the 
nations which we are aiding through the mutual-security program even though 
at the same time, it is striking directly at the United States by every means at its 
command short of the use of arms. Under these circumstances, I am confident 
that your committee will not cut down the funds which the President declares 
necessary to carry on the program which has thus far been an overall success. 


MUTUAL SECURITY PROGRAM 


Whereas our organization has, for 10 years, consistently supported the essential 
elements of the mutual-security program and appropriations fully adequate for 
the needs thereof; and 

Whereas the military aid, economic support, in the form of loans and grants 
and technical assistance made available under that program have strengthened 
our traditional allies and the independent nations of the world, especially those 
newly independent since World War II; and 

Whereas the results of the mutual-security program have inured to our own 
country’s improved military defense and capacity for swift retaliation in the 
event of any Communist attack; and 

Whereas the combination of our own strength and the capacity of the nations 
which we have aided, to withstand the subversive and infiltrating activities of 
the Communists has served to deter Communist aggression and to frustrate their 
intent to dominate the world: Now, therefore, be it 

Resolved, That the Jewish War Veterans of the United States of America in 
62d Annual National Convention assembled in Boston, Mass., August 12-18, 
1957, wholeheartedly support the President’s minimum request for funds to 
carry out the mutual-security program as proposed in the President’s message of 
May 21 to the Congress and reaffirm its confidence that the dollars thus appro- 
priated will be the most effective expenditure our country can make in achieving 
a durable, just peace. 


MUTUAL SECURITY PACT FOR THE FAR EAST 


Whereas the situation in the Far East and the Southwest Pacific with newly 
independent nations subject to the subversions, incursions, and aggressions by 
Soviet and Chinese communism presents a serious danger to the security of the 
free world including the security of our own Nation; and 
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Whereas the Pacific Pact which includes Australia, New Zealand, Pakistan 
Philippine Islands, Thailand, the United Kingdom, France, and the United 
States has been entered into as a defensive step patterned on the mutual-security 
ae which provided such an effective stop to the Communist advance in 

urope: Now, therefore, be it 

Resolved, That the Jewish War Veterans of the United States of America in 
62d Annual National Convention assembled in Boston, Mass., August 12-18, 
1957, urge the President and the Congress to intensify and enlarge the pact which 
is especially adapted to the needs of the situation in the Far East and Southwest 
Pacifie including substantial technical assistance as well as grants-in-aid in order 
to strengthen the economic well-being, the political and governmental institu- 
tions and the defense posture of these independent nations, and such other nations 
in that area as wish to become signatories of the Pacific Pact, to the end that they 
may be better able to defend their freedom against the machinations of the 
Communist enemy. 


UNITED NATIONS SPECIALIZED AGENCIES 


Whereas the basic instincts of Feople of all races in all parts of the world are 
directed toward the continuation of their lives and the lives of their children; and 

Whereas the specialized agencies and funds of the United Nations, such as the 
United Internationai Children’s Fund, the Food and Agricultural Organization, 
and the World Health Organization which are respectively directed: 

1. To provide food and medicine for starving children; 

2. To training the underfed nations and peoples in methods of agriculture 

which will produce more food supplies that will enable them to raise their 
daily calorie intake somewhat closer to half of what the average American 
eats each day; 

3. To training in sanitary measures and rudimentary health treatment 
which will eliminate or cut down the heavy toll of death and sickness from 
such diseases as malaria which greatly depletes the working days per year of 
the peoples who need this help; and 

Whereas these nations and peoples, in many cases, produce materials of great 
importance to American industry and to the industries and economies of friendly 
nations: Now, therefore, be it 

Resolved, That the Jewish War Veterans of the United States of America in 
62d Annual National Convention assembled in Boston, Mass., August 12-18, 
1957, continue its support of these specialized agencies of the United Nations and 
urge Congress to make larger appropriations for the activities of these agencies. 


TECHNICAL” ASSISTANCE PROGRAMS 


Whereas the technical assistance programs conducted by the United Nations and 
independently by our own Government, have been most warmly welcomed by 
those countries which have participated in such programs; and 

Whereas these technical assistance programs have been of the greatest help in 
the underdeveloped areas of the world and especially because many of the countries 
in those areas are being tempted by the lures of Communist propaganda; and 

Whereas in many of these underdeveloped areas there are raw materials of great, 
importance to our own national needs and whose production can be largely 
increased by a technical assistance program properly adapted to the country 
involved and efficiently carried out: Now, therefore, be it 

Resolved by the Jewish War Veterans of the United States of America in 62d 
Annual National Convention assembled at Boston, Mass., August 12-18, 1957, That 
both the bilateral technical assistance program originally known as the point 4 
program and the United Nations technical assistance program be greatly expanded 
and much more liberal appropriations be made for such technical assistance 
programs than have hitherto been granted, 


xX 
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(The following has been submitted for inclusion in the record in 
response to questions asked by Mr. Bentley. See also pp. 302-303, 
hearings, pt. II, Mutual Security Act of 1958.) 


Question by Mr. Bentley. “Request that the committee be provided with a list 
of those areas in the free world where Allied forces with conventional weapons 
can no longer meet the present threat.” 

Answer by General Twining. The principal areas in the tree world where Allied 
forces with conventional weapons can no longer meet the present threat are: 

(1) The European NATO area; 
(2) The Far East (notably Korea and Taiwan). 





Sources or EsseEntTiAL Raw MATERIALS FOR THE UNITED: STATES 


Essential raw materials originating abroad account, on a value basis, for more 
than half of the total imports ($12 billion annually) into the United States. 
Such imports make a vitally important contribution to the economy of the 
country. It is predicted that the United States will remain a deficit nation in 
many essential raw materials, and will become increasingly dependent upon 
foreign countries for its total supply of several basic peacetime materials. 

The growth of population, the increasing standards of living in important raw 
material producing countries, and the preemption of unfriendly competitors may 
tend to diminish the proportion available to the United States. It would seem 
that peaceful measures to prevent the alienation of free world sources of essential 
raw material is in order. Such measures involve segments of both mutual aid 
and mutual trade, as expressed by the President in his state of the Union message. 

Long-run demographic and economic trends indicate a present need for specific 
focus on each of the major regions and countries of the world from which the 
United States obtains, and is expected to continue to obtain, significant quantities 
of essential raw materials. Assurance of availability of essential materials for a 
healthy industrial mobilization base and a strong defense posture requires a 
continuing reappraisal of the security of the sources. 

Many of these essential raw materials, classified as strategic and critical under 
Public Law 520, 79th Congress, are being stockpiled for emergency use. Official 
stockpile objectives have been attained for many of them for a 3- to-5 year emer- 
gency. The fact that other governmental agencies have the primary responsi- 
bility for procuring and stockpiling these essential materials does not lessen the 
active interest and sense of responsibility of the Department of Defense for the 
security of the sources of basic materials. As was noted in the January—June 
1957 stockpile report to the Congress by the Office of Defense Mobilization, 
rapid technological advances in weapons have necessitated a reexamination of 
the roles and missions of the military departments. As a result of changes in 
strategic planning concepts, this reappraisal will cover recomputations of mobil- 
ization requirements. In turn, such requirements are expected to have a bearing 
on the computations relative to stockpiled materials. 

There are listed in table A selected stockpiled strategic and critical materials, 
with the principal sources and ratio of annual imports to total supply in recent 
years. From this table the important United States security interest in assuring 
continued availability of essential raw materials is apparent from the high per- 
centage of total United States supplies of these materials which must be imported. 
It is in our interest to maintain such relations with producing countries, and to 
pursue such world trade policies as will assure free access to their materials by all 
who have need of them. Economic, technical, and other appropriate assistance 


and cooperation with source countries serve as instruments to develop the resources 
and insure the supply lines we need. 
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TasBLe A.—Principal sources of selected strategic and critical materials and percent- 
age of United States supply imported, by sources ! 





Percent Percent 
Material imported Principal sources imported, 
by source 
North America: 
NO oo 6 6 cid nindddn céccde~ 5 WO cinitdnctpdhtenbee< 100 
eee 72 ng hcg nse mGganumimmara 66 
NN htt Atak dade kde acminkeddininals 60 AAG an ceil bitcddd aloaltke sh 17 
a 94 ephlenaaeelicdnn akan stipniniity 7 
Platinum metals _-.-.-.-.---- scailipamhed ringers 95 ne coltaeeeshasoensetadas 36 
Silicon carbide (abrasives) ............---------- 70 bea lear te ciiaihelh Ma cathe al 99 
i Sree aoe ed, wee eeeaeeonpeee 44 acne ies aca area tebe aeration 19 
SEEPS PRT eS ee ee eet See 64 DEGRINO. 505. 4k Sc 24 
=a path eat cushakee mice 100 ee ee ee ee ee 25 
Fluorspar er a eee a lla 60 repel aaie EB tanita dapat 25 
NN rang hamanbmaenswmaee 62 oan santa banana 57 
3 55578 2 cee he 42 MOLS.dsecd rN Rieke 21 
South America and Caribbean: 
re inieuiasieaseiesnieaeeidianid ek soniediamensaasenminel 100 on... sees actibsoctitns tpi 67 
Tin iiescteseseahibescis ices bes Aocaatsoigs esti ettnatinceeteaio aes aaa 72 ooo batensouenebunn 9 
a eee 57 a 13 
a cs tsa Siete nL SI 88 Bragil......- pai tah saan = 29 
RN socecs cemitesatnsnsntn Gin tibensdnebismahiccede Pens oe hoes 98 Ziel vsa ines énie es nares abe eneaeiaes 49 
a ea 100 Sik indent née 35 
ete he? - eh ccacdaduawsien 100 Rc eer a eae es 27 
a i ania ideas 28 a ea 13 
Sioa este atid esthinw bie aaatiin date a eked d 67 WE nib dicta wenckitte dade 39 
ID in hass ob ctr be deddossdidee tb cuideens 100 Paraguay rb bisbsdédickicdinne 32 
el 64 |, os ielisilan hae alias eth tea 32 
I aa a te seca ovinalcae eanhctinsi 100 a os tia ody ip nines Seles habaialaeaiae 17 
NLS. siiGle. dco dahinnsaddascadencheaee 7 RMON 23. ses foc bk 36 
a ic ad ee ens cake 100 ES ee ae ee eee | 25 
aN ta a Li ha a 78 US, = sali. aie Sadie Sane taal 38 
Europe: 
Agar-agar..........._._- ESSE L Sh pate cibncmaeee 75 eet 2 Se 23 
at ees 6 eld sank dneeeebe 88 Belgium-Luxembourg.-.-.__----- 19 
SS EE TE EE 100 ei ate eben 14 
Neen emo til 69 Tanne mes 41 
ETI 22 8. oo nki kw ananucoccecvese 95 Wcocwaweaue Batzhobatheon * 
Ns donk Sd cio adeuse Lp aaee 100 Germany Se re 47 
shestnut extract.........._- ceiieiatliaicianits niaaibalan 69 I a icikt nnd ntidnindipesaelobines 28 
Platinum metals____-- ee ee Fe cease oahu 95 Netherlands... -- elcid antiga 9 
SD SEIS ro. sc ackic acanuncwdeucs 100 SS Garena tae 51 
IS. OO dS 55 cin nw ciieecacueee 100 BOGOR. ci.) sxc ne focal 40 
ins ait ie ocak «—cnstoinnitigdlives eptceahiont 100 IE 6 5, cn cncciandtotienqukn 14 
Plantimum metals_______--____- eR ee ere 95 SN I i cacsctsasocssyinitrap eit 11 
Industrial diamonds_-__.___..._--- coisa seeeee 100 United Kingdom.--.-......-.|_.....---- 
Soe Se Ses. teed donkd UGeieodenkeie awl SiR... Lesendewes 22 
es A icc incieeneripna eae adele SS Fe 54 
Platinum metals_____- ea 95 | A RR BOL PRT 27 
ere A oS ree ao cn canna 42 Yoromlevib.....--.2.0500521 2: 9 
Chromite. __-_-_- pee eo J ead 92 Ss cS tdodanees 21 
NS denitht canceth cock deedutticnenontenteeeee 100 pit Didier iahnntinnneitdeedicne 88 
Africa: 
a Re Lee as I eee ape an 88 Belgian Com i Sih caine ceretgreen 59 
Industrial diamonds (bort) ............-..------ 100 ee iandlctiwaesvepuebudadien 41 
DN I 6 Rn clk a ckanes _— ienetcte cceittated 100 a bandaatidllnn dance puedo 94 
a  csceeahir 100 aa 27 
ae te  aoemeccnal: 100 British ‘Bast Africa......------ 23 
eS. . seca SUS RS : 100 ch, MN scbnh oietlabdunawakae 19 
Manganese - aR Sines Cali Te ites acti 89 Ghana... ikenddvdhmeaaded g 
MT a ce nnmanncpnse 100 Madagascar....._--.---------- 14 
Mica (phlogopite) _.........---- RS Seis 100 eo cash eae 100 
NIN SS aa cu Mike SV TES 94 PON icin cc inwdsotueke 60 
MIN 68 hos cela tebalelehiendldae < ciitdigiipalabalad’ 100 SS eta 9 
SE tavecanivgnicirnninns Scduloataorsctidinstimaibi tances 92 | South Rhodesia_.....-...----- 17 
a cain ete saSegend South Africa. ---.-_- eon aipeubeaece 18 
NINE a 5a Ss itkia co cakk 100 JE SIO A ideddbadasacennswle 79 
| Asia: 
a ie eel 88 pe ee acl ala 32 
NE A 2S eR Ae eR ie ved ot |: abene WR not, Coens aetna 37 
nS Sr SOS Bo ies te deebae | ee WBS ite ncedahea de 21 
Mica (muscovite) (blocks) -- eee en OOF ieee Dieta. datktichudokioliodoke 59 
el 100 | SE «5 ccc, leases Radel 86 
Sr oe te ee ee  pamaneenemnee | 100 | DUE rn cain dqaibadaieb sues accent 43 
Rubber, natural_.________-----__- acaulamee 100 | Wicnneld. c8e So 225 3is Suk 36 
I. 8 a Sg eae to eienndiwaetaanebas 75 | WOOD, < 6c ttisianeueodsedadnds 50 
el  s eee * RSA ee ae 28 
SINS ginen lates tena ktcnitdra sede ie Ceaser cea eT) een RE os stlrce icine hance 30 
ceasing ae t' fai ects. ntiaat eco 95 





See footnote at end of table, p. 1803. 
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TasLe A.—Principal sources of selected strategic and critical materials and percent- 
age of United States supply imported, by sources \—Continued 


Percent Percent 


Material imported Principal sources imported, 
by source 
Asia: 

I MOREE ein ccciitsihediiegemhnnnecmeed 100 RED ERE aS SO 29 
Peat andubidapthiddddeddadadidalndtrasmsiebe Tek see MN oss ehh dei destin eaneooe 42 
Abaca (manila)---_-- pine afincindnde nn taleiee~bikaks 100 PR eciitinss- Ss atkdin 73 
UNNI Us cons cc denteicd dtm dc await hderne elie ieaudae 100 ek Sra ee 100 
CORR iN oe on ee ee 92 BS | ARIA A 23 
en, WINE 5 05s ds i ots eh caceddcde 100 ~ >,  —«»—“‘(‘ér EE ese 19 
RR ERTS RAS PRET 100 ee en 55 
WORD CI oon de i ccencccnscncgedcsuan 72 hss iccnenntennsisiniectneadl 37 


1 Based on official figures, 1955 and/or 1956, 





CoMPTROLLER GENERAL OF THE UNITED STATES, 


Washington, April 24, 1958. 
Hon. Tuomas E. Moraan, 


Acting Chairman, Committee on Foreign Affairs, 
House of Representatives. 


Dear Mr. CHarrRMAN: In response to your request of February 5, 1958, we 
have examined certain statements made by the International Cooperation Ad- 
ministration with respect to the shipment of locomotives to Korea. The state- 
ments which were the subject of your request concerned savings in fuel costs 
claimed by the International Cooperation Administration, which more than offset 
higher freight charges actually incurred, by shipping 20 locomotives to Korea in 
small groups rather than in one complete cargo. Herewith are three copies of a 
report summarizing the results of our examination. 

Based on information obtained from ICA and other sources and on discussions 
with ICA officials, we believe that the partial shipments effected a saving. How- 
ever, since the subject is hypothetical in many of its aspects and we were not able 
to obtain complete data, it was not feasible to determine the extent of savings or 
benefits in terms of an accurate amount. 

Please be assured of our readiness to render any further assistance that you 
or interested members of the committee may desire. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 


REPORT ON EXAMINATION OF CLAIMED SAVINGS ON SHIPMENTS OF LOCOMOTIVES 
To Korea, INTERNATIONAL COOPERATION ADMINISTRATION 


INTRODUCTION 


The International Cooperation Administration (ICA), to assure the earlier 
availability of 20 diesel locomotives purchased for the Republic of Korea (ROK), 
authorized shipment in groups of 2 and 4 units although a saving in freight costs 
would have resulted if locomotives had been accumulated and shipped at a rate 
offered by agents for a foreign-flag heavy-lift vessel. ICA’s justification for the 
method of shipment, as stated in an agency press release of June 2, 1957, was that 
the superior performance of a diesel would result in a daily saving of $609.16 per 
unit in fuel costs. The agency believed that the anticipated saving in fuel costs 
resulting from the earlier arrival and use of the diesels would more than offset 
the additional freight costs. 

The estimated ocean transportation cost of the shipments in the small lots was 
about $440,000; the equivalent cost of shipment in a single lot of 20 locomotives 
at the rate offered would have been about $310,000, or a saving in ocean transpor- 
tation of approximately $130,000. 
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SAVINGS ESTIMATED BY ICA 


The savings estimated by ICA as stated in its press release of June 2, 1957, 
were based on the premises contained on page 8 of that release. These premises 


and our views with respect to them as disclosed by our review are summarized 
below. 


1. A diesel (1,750-horsepower) will consume 1.5 gallons of fuel per kilometer and will 
haul 1,200 tons a distance of 350 kilometers a day 


The agency estimated the diesel performance data based upon experience with 
800-horsepower diesels in Korea and adjusted these data to reflect operations 
applicable to the 1,750-horsepower diesels (type SD-9). 

The average results of operations for diesel freight service on 20 United States 
railroads for the calendar year 1956 were as follows: 


Ira RO das ie siinidachcnnemiein ga deta nina emeaaniell 1, 499 
pee as BOn8 er ONG... 5 on kiwi a bane dksasneewanee 1, 155 
eI NAMRNIION 2 oe ie oh Cue ee mad cas ee ae eRe ea ea teen 242 
vere ee On CREE DOr MAC. Ls cok band anerincdaeekuewesoL~ 1. 97 


Converted to kilometers, a diesel (1,499-horsepower) will consume 1.2 gallons 
of fuel per kilometer and will haul 1,155 tons a distance of 389 kilometers a day. 

Considering that the agency’s statement was based on a 1,750-horsepower 
diesel rather than one of 1,499-horsepower, we believe that the estimated diesel 
performance figures were reasonable. 


2. A steam engine will consume 40 kilograms of coal per kilometer and will haul 750 
tons a distance of 130 kilometers a day 


The agency estimated steam engine performance on records maintained by the 
Korean National Railroad for Mikado-type steam engines. Information obtained 
by us from an independent source indicates that the agency’s estimate is less than 


experienced consumption. On this basis the agency’s calculation of estimated 
savings would be conservative. 


3. Diesel fuel costs 16 cents per gallon 


The agency estimate for diesel fuel was based on the cost to the Korean National 
Railroad, including import tax, for the first 5 months of calendar year 1957. 

The average cost of diesel fuel delivered in Korea during May and June of 1957 
was 12.7 cents a gallon (exclusive of import taxes), and remained fairly constant 
through December 1957. Import taxes should be excluded, since they are not 
paid from mutual security funds. If a price of 12.7 cents per gallon had been 
used, estimated savings would have been greater. 

4. Coal costs $31 a ton 


The estimate for the cost of coal landed in Korea was obtained from bills of 
lading for the first 5 months of calendar year 1957 and represented the cost of coal 
shipped from the United States. Information applicable to that period, which 
formed the basis for the agency’s estimate, shows that the cost of $31 a ton was 
approximately correct at the time. 

However, sources other than the United States were available for coal at prices 
of approximately $20 per ton The estimated savings would have been consider- 
ably less if the $20 per ton price had been used. 


ACTUAL SAVINGS 


The ICA mission in Korea was unable to provide complete operating statistics 
on the 20 diesel locomotives. The agency’s calculation, which showed an esti- 
mated saving of $609.16 per unit per day, included the basic premise that 1 diesel 
would replace or do the work of 4.3 coal-burning locomotives. Reports by the 
mission on actual operations indicated that the diesel locomotives were not being 
utilized to the capacity necessary to realize the estimated ratio of 4.3. 

In the absence of certain operating data we were unable to reach a definite 
conclusion as to savings realized. However, calculations based on other accept- 
able data indicate actual savings of more than $500,000. 

Using the premises on which ICA calculated estimated savings, we established 
that 1 gallon of fuel oil could accomplish the work of 94 pounds of coal. At $20 
per ton the work units of coal equivalent to the work units of a gallon of oil are 
worth 83.7 cents. This amount compares with 12.7 cents per gallon of fuel oil 
and shows a difference of 71 cents per equivalent work units, or a ratio of 6.6 to 1 
in terms of coal and oil costs. 
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The earlier arrival of the diesel units enabled the Korean National Railroad to 
put them into service sooner than if all 20 had arrived at one time. Data 
furnished by ICA show that the locomotives were in actual service approximately 
1,650 days sooner than they would have been if shipped in a single lot, and that 
fuel oil consumption for these days totaled 1,081,060 gallons. Based on our 
review of the agency’s data, we estimate about 1,400 days of advanced service 
and consumption of about 946,000 gallons which at 12.7 cents per gallon, amounts 
to approximately $120,142. Applying the ratio of 6.6 described above, the 
equivalent cost of coal would have been about $792,937, indicating a saving of 
about $672,795 on fuel costs compared with the additional cost of approximately 
$130,000 incurred for ocean transportation. 

It is possible that some of the indicated saving was dissipated if the coal-burn- 
ing equipment was continued in use due in part to inefficient utilization of the 
diesel locomotives. 





QUESTIONS ON DEFENSE SUPPORT 


(Answers to “Questions on Defense Support” contained in document of this title, 
dated March 4, 1958, and supplied by House Foreign Affairs Committee) 


Question No. 1. “Are defense support appropriations spent primarily to pay for 
commodities imported into the recipient countries or to finance personnel and 
equipment for carrying on projects, such as road construction?” 

Except in the unusual cases which involve some form of cash grant and which 
are discussed in the answer to question No. 2 below, virtually all defense support 
appropriations are spent either to pay for the procurement and transportation 
of goods for importation into the recipient countries or to pay the foreign exchange 
costs of rendering services to these countries. (As used in the preceding sentence, 
the term “goods’”’ includes all types of equipment, commodities, and any other 
form of tangible and intangible property (patents, licenses, ete.), and the term 
“Services”? includes information, advice, and all the other activities commonly 
associated with this term, such as the provision of technicians, the conduct of 
surveys, etc.) The content and general method of conducting the normal 
defense support program is described at page 434 in the printed record and at 
pages 40 and 41 in the worldwide volume of the congressional presentation book. 
For purposes of administration, defense support aid is divided into two categories, 
project aid and nonproject aid. The basic nontechnical lay distribution between 
these two categories is simply this: Project aid consists of goods or services which 
are specifically related to an identifiable project in either the government or private 
sector of a country’s economy, while nonproject aid consists of aid which is not 
specifically tied to identifiable projects and which normally enters into the 
general economy of the country. In the illustrative defense programs submitted 
for fiscal year 1959, approximately $135 million is identified as project assistance 
and about $700 million as nonproject assistance. The $135 million in project aid 
(all but $2,500,000 of which is planned for the Far East) is further broken down 
on an illustrative basis as follows: 


United States-employed technicians__...............---------- $4, 560, 000 
Partinineiites 2: 2. 6. Sawn ded ease hae cane noe 1, 900, 000 
Comtenet ses ViOtts =. 0k ohn Sask. oR ck dae ee on Se ee 25, 100, 000 
Supplies and Cquipmens... .. - ..itusdieos senna oes nana aa nak 101, 965, 000 


Similarly, the illustrative breakdown of the approximately $700 million in non- 
project assistance is split roughly as follows: 


COmpiGiitlss:. ns. 25s SS eee eee $671, 300, 000 
Oue6e- TRG: on on ese su cnn crane eee 10, 700, 000 
Cash transactions .......6.4. 2004 cdi senha a oe eee 18, 000, 000 


Further details appear at pages 48-50 in the worldwide summary statements 
volume. 

Question No. 2. “‘When the United States provides budgetary support to a 
country, presumably the basic problem is to provide local currency to the govern- 
ment to be used to meet its expenses. 

(a) “Do we give dollars to the country with which it buys local currency to 
meet its needs or do we send commodities to the country which are then sold to 
obtain the desired local currency? 

(b) “If we send dollars, what happens to the dollars after they have been used 
to buy local currency?” 
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Before proceeding to answer the 2 subquestions listed, it is essential to deal with 
2 basic misconceptions which are implicit in the statement which forms the 
fundamental premises of the whole question. These basic misconceptions are: 
(a) That defense support assistance as such, except in certain cases involving cash 
grants, really “provides budgetary support to a country” and (b) that, except, 
again, in certain cases involving cash grant, ‘‘the basic problem is to provide local 
currency to the government to meet its expenses.’”’ On the contrary, in the 
typical case, the fundamental purpose of defense support is to provide outside 
resources—not local currency—which the country must have if its economy is to 
support certain defense burdens while also maintaining a minimum degree of 
stability. It is also true, in this typical case, that, first, the addition of these 
outside resources to the ecoromy of the country often enables the country’s 
government to undertake the noninflationary financing of additional govern- 
mental expenses—to cover a budget deficit; second, that a traditional and con- 
venient device for accomplishing this financing—for meeting the budget deficit— 
is to channel the local currency receipts accruing to the recipient’s government 
from the import or sale of these outside resources (i. e., counterpart) to various 
United States-approved segments of the recipient’s budget; third, that local 
currency counterpart derived and used in the foregoing fashion can properly be 
described as being used for budgetary support; and, fourth, that the amount of 
the additional government expenses which must be met by such financing in 
order to accomplish the objectives of defense support in a particular country— 
i. e., the amount of its budget deficit—is often one of several measures used in 
determining the amount of defense support which is needed. 
None of these 4 circumstances should be allowed to obscure these 2 further cen- 
tral facts: 
(1) That the basic problem to be solved is not the shortage in local currency 


which may exist, but rather a deficit in the country’s real resources, a deficit 
which can only be cured by providing it with additional foreign exchange, 
not just additional local currene. nd 

(2) That the inte bu tarv deficit that may in fact be financed from 
the local currency counterpart of the aid merely a manifestation of the 
inability of the economy of ¢ ‘ountry to Doi yvernmental expendi- 
tures of the kind requires ut the additis f outside resources. 

In the unique case wher ! rovided 1e situation is somewhat 
different and it can be accureat 1, as st dq ii i remise to this question, 
that the United St is pro’ ’ ry support to a country” and that 
“the basic problem is 1 Irren overnment to | sed to 
meet its expense ie Tl { i nh aco ' ret il 
currency budgetary su] i i 
both promptly and eff : ‘ CX cases 
the aid dollars are used to procure dir v the 1 local cur! Nn Cas 
of this sort, the need is ne | iuct ¢ » | K OF 1 \ Soul but nor- 
mally results from the inability to raise or otherwise provide the | 1 eurre 
itself because of the ineffectiveness of indigenous budgetary and fiseal ma ry 
or the immaturity of a country’s political institutions 

With the foregoing introductory remarks, the following are the answers to the 


two subquestions: 

“(a) Do we give dollars to the country with which it buvs local currency to 
meet its needs or do we send commodities to the country which are then sold to 
obtain the desired local currency?” 

As indicated in the introductory remarks to this answer, and as described at 





pages 40 and 41 in the worldwide volume and at page 434 in the printed hearings, 
the majority of defense support is supplied in the form of goods. The import 
or sale of most of such goods results in the accrual of local currency receipts to 


the government of the recipient nation. Then, in the ordinary case, this local 
currency, excepting any amount reserved by the United States, is used by the re- 
cipient government, with the approval of the United States, to meet a portion of 
its budgetary expenditures. When the goods imported are United States agri- 
cultural surpluses, there are slight formal, though not substantive, variations in 
this procedure which are described at page 41 in the worldwide volume. 

As also indicated in the introductory remarks to this answer, and as described 
at page 41 in the worldwide volume, there are cases where, because of unique 
circumstances, the United States has provided cash grants to a country. The 
following is a description by major geographic areas of the principal cases in which 
cash grants have been made during the past several years and of the manner in 
which these transactions have been handled. 
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A. FAR EAST 


Of the 7 countries in the Far East to which defense support aid has been 
given on a continuing basis since fiscal year 1955, only those listed below have 
received cash grants. No cash grants were made prior to that time, and, except 
for Laos, none are contemplated in fiscal years 1958 or 1959. 

Cambodia.—$12 million in fiscal year 1955 for military budget support. 

China (Taiwan).—$4.06 million in fiscal year 1956 to provide emergency 
local currency financing for construction of a high priority military airfield. 

Laos.—In all years since fiscal year 1955 as follows, primarily for military 
budget support: $28.2 million in fiscal year 1955, $33.7 million in fiscal year 1956, 
$32.6 million in fiscal year 1957, and $7.4 million in fiscal year 1958 (through 
January 1958). 

Vietnam.—$119.4 million in fiscal year 1955 and $32 million in fiseal year 1956 
for (a) military budget support (fiscal year 1955, $79.1 million; fiscal year 1956, 
$25 million), and (b) evacuation and resettlement of some 660,000 civilian refugees 
from Communist North Vietnam (fiscal year 1955, $40.3 million; fiscal year 
1956, $7 million). 

Conversion of these cash grants to local currency has been effected in the 
following manner: Dollar checks drawn to the order of the host government 
were exchanged at the country’s national bank for local currency at the official 
rate of exchange. The local currency was then deposited in a counterpart or 
special account from which funds were released to the government for specific 
program purposes. The dollars became the property of the recipient country 
and, in some cases, have not yet been fully expended. The only exception to the 
above procedures occurred in connection with a cash grant of $28.6 million in 
December 1954 for the refugee program in Vietnam. Because Vietnam’s ex- 
ternal financial affairs were still under the control of France at that time, this 
cash grant was handled as a triangular transaction, with the dollars converted 
into French francs and the franes used to purchase piasters. The frances accruing 
to the Vietnamese were controlling under procedures similar to those deseribed 
below for cash grant dollars. In accordance with agreements entered into at the 


time of this transaction, the Vietnamese subsequently repurchased the dollars 
from France with their own francs. These repurchased dollars ‘e used with 
the approval of the United States for purposes other than commercial procure- 
ment. 


B. NEAR EAST AND SOUTH ASIA 


Of the four countries in the Near East and south Asia to which defense support 
aid has been given in the recent past, only Iran has received cash grants. If 
ever, there is one nondefense support country in this area—.Jordan—-which ha 


also received such grants. 

In the case of Iran, the last cash grants were made from fiscal year 1956 funds. 
These cash transfers were made by dollar check to the Ministry of Finance, 
which exchanged the dollar instrument at the central bank for rials. The dollars 
were thereafter available to the central bank for release against import require- 
ments. 

Jordan is the only country in the Near East and south Asia region which has re- 
ceived budget support cash grants from fiscal years 1957 and 1958 funds. In fiseal 
year 1957 $20 million was used for this purpose; the present planned level of aid 
for fiscal year 1958 includes $20 million for cash transfers for budget support. 

Cash transfers granted to Jordan have been converted by the Government of 
Jordan into a base for Jordanian dinar issues and have helped the Government of 
Jordan to meet its normal internal costs of operation, including both its military 
and civil budgets. This is the purpose for which the aid is granted. The extent 
of Jordan’s need for such budgetary support in any year is affected by such factors, 
in addition to anticipated expenditure requirements, as Jordan’s anticipated 
revenues from all sourees—domestic taxes and import duties and contributions 
from other governments, including the United Kindgdom, Saudi Arabia, and Iraq. 

The United States scrutiny of the uses to which United States funds are to 
contribute is made through preliminary examination of the Jordanian budget 
proposals. On the basis of this examination the United States determines the 
degree to which it will fund the anticipated gap between budgeted expenditures 
and availabilities. Prior control over actual items of expenditure is not exercised. 
An appropriate allotment of United States funds is made and transferred to Jordan 
in the form of a check. Examination of the use of funds is on a budget sector 
basis rather than on the basis of an itemized account of individual expenditures, 
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C, EUROPE AND AFRICA 


The only country in the African and European areas to which cash grants have 
recently been made is Libya, and the method and circumstances of such grants are 
sufficiently different from those existent in other areas to merit the separate 
explanation. 

Assistance to Libya for development purposes is programed by the Libyan- 
American . Reconstruction Commission (LARC) which has 2 Amefiéan and 4 
Libyan members. Each project for which mutual security assistance is requested 
is submitted to USOM/Libya and ICA in Washington for review and approval. 
Thereafter, funds are released from the United States Treasury to an LARC 
account on the basis of requests from LARC to the Director of USOM/Libya who 
reviews progress on projects and unexpended funds in the LARC account before 
approving release of additional funds. Implementation of LARC projects 
financed in this fashion is accomplished in two different fashions. In the fields 
of agriculture, health, and education, implementation is the responsibility of 
Libyan-American Joint Services and United States technicians, working with the 
Libyan Government in these services, supervise day-to-day operation of the 
projects. In other fields, the carrying out of LARC projects by departments 
of the Libyan Government is supervised by the LARC staff which includes an 
American executive director and an American engineer on his staff. 

In fiscal year 1959, in addition to the foregoing, it may also prove necessary 
to use part of the cash grant tentatively proposed fcr fiscal year 1959 to assist 
in meeting regular expenses of the Libyan Government, rather than for develop- 
ment projects. Any dollar grants for this purpose will be made available to the 
Libyan Government for particular Government activities and their uses will be 
closely supervised by the USOM staff. 


D. LATIN AMERICA 


The only Latin American country to which cash grants have been given is 
Bolivia, and the situation there differs from all the other cash grant situations 
sufficiently that it is described in detail. 

Active participation of the USOM/Bolivia in assisting the Bolivian Govern- 
ment in budgetary support began in April of 1957 when it was determined by the 
Bolivian Stabilization Council that Bolivia was faced with a budgetary deficit 
of approximately Bs. 112 billion. The Bolivian Stabilization Council is the 
Bolivian governmental body which concerns itself with economic and fiscal 
matters. The Executive Director of this Council is a United States citizen and 
fiscal expert provided by ICA at the request of the Bolivian Government. Other 
members of the Council are the President and the Vice President of the Republic 
of Bolivia, the President of the Central Bank, the Ministers of Finance, Foreign 
Affairs, Economy, and Mines and Labor, and the local representative of the IMF. 

The budget of each ministry was analyzed by USOM personnel, both United 
States and Bolivian, and only those items which met an agreed criterion were 
financed. An agreement was signed with each ministry stipulating that funds 
made available from budgetary support funds would be used only for those items 
specified in the agreement. A copy of such an agreement is attached. The 
greater part of the funds used for budgetary support were local currency generated 
from the grant-in-aid dollars given to Bolivia for monetary stabilization (special 
account counterpart—stabilization). The Controller’s Office of the Bolivian 
Government has been requested to maintain separate books for budgetary support 
funds and to allow end-use auditors of the USOM to inspect these books when 
requested. 

The use and application of United States grant-aid funds in Bolivia are subject 
to a series of close and effective controls. First and foremost, in Bolivia, the 
USOM and the Embassy constantly seek to find the most effective, productive, 
and economic vehicles by which United States aid in all its forms may enter 
the Bolivian economy. Any proposed use of grant aid is subjected to detailed 
scrutiny in the field and in Washington by both ICA and the Department of 
State. The United States Treasury and the International Monetary Fund are 
privy to these reviews and studies. 

As the need arises in Bolivia for the use of grant-aid funds, which are a part 
of the special assistance program for Bolivia, the USOM informs Washington, 
after local consultation with the Embassy, the local IMF representatives, and 
after close observation of the functioning of the Stabilization Council. Further 
review is effected in Washington between ICA, State, and IMF and the United 
States Treasury. Once approval is obtained, ICA authorizes the mission formally 
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to exchange notes between the Embassy and the Bolivian Government. The 
funds are thereby obligated. Their use is further specified and controlled by the 
text of the notes exchanged. ICA then makes a deposit in the Federal Reserve 
Bank of New York to the credit of the Central Bank of Bolivia. 

An example of the conditions attached to grants made to Bolivia is quoted 
below from an exchange of notes dated April 26, 1957: 

“1. Funds provided under this grant will be used by the Government of Bolivia 
for the purchase of bolivianos under the monetary stabilization program. 

“9. Funds will be made available by International Cooperation Administration 
under this grant only after $4 million has been drawn by the Government of Bolivia 
against its stabilization fund commitment from the International Monetary Fund 
and after net foreign exchange losses against such drawings reach $2 million. 

“3. Funds will be made available under this grant from time to time, upon.the 
written request of the Government of Bolivia, in amounts, estimated as necessary 
to absorb the amount by which net foreign exchange reserves fall below $2 million. 

“4. Such funds will be made available by deposit in the Federal Reserve Bank 
of New York to the credit of the Central Bank of Bolivia. 

“5. Coneurrent with each deposit of dollars in the Federal Reserve Bank of 
New York to the credit of the Central Bank of Bolivia, the Government of Bolivia 
will deposit, in a special account to be titled “Special Account—Stabilization” to 
be established in the Central Bank, bolivianos equivalent to the dollar deposit 
calculated at the average rate for dollar sales by the Central Bank of Bolivia on 
the day of the dollar deposit. Bolivianos deposited in this special account will 
be used only for such purposes as may hereafter be agreed upon between the 
Government of Bolivia and the United States Operations Mission to Bolivia. 

“6. The Government of Bolivia upon request of the International Cooperation 
Administration will refund to the United States Government any funds deposited 
hereunder which are not required to meet foreign exchance losses or which are 
used by the Government of Bolivia or the Central Bank of Bolivia for any pur- 
pose other than provided herein. Concurrent with any such refund, the-boliviano 
deposit in the special account provided for in paragraph 5 above may be reduced 
by an amount equivalent to the dollar refund calculated at the average rate at 
which bolivianos were previously deposited in consideration of dollar deposits. 

“7. The International Cooperation Administration reserves the right to 
terminate this agreement on 30 days’ notice without prejudice to obligations 
incurred hereunder prior to termination. 

“8. The Government of Bolivia will submit daily to the United States Opera- 
tions Mission to Bolivia such information as the latter may require concerning 
the foreign exchange transactions of the Central Bank of Bolivia.” 

Bolivia’s recovery effort.depends largely on the success or failure of the stabiliza- 
tion program and the Stabilization Council which is responsible for recommending 
sound fiscal policy. The United States and IMF representatives keep daily 
controls on all fiscal movements of the Bolivian Government including grants-in- 
aid from the United States Government. In addition to these checks, the end-use 
officers on the staff of the USOM make periodic audits of all aid funds made to 
Bolivia and report their findings to Washington on a monthly basis. 

““(b) If we send dollars, what happens to the dollars after they have been used 
to buy local currency?” 

In the cases of Libya, Bolivia, and Iran, the materials set forth in (a) ‘above 
indicate in varying degrees of detail the manner in which the dollars provided as 
vash grants are used and their use controlled. In Jordan, the effect of the original 
aid transaction normally appears as a change in Jordanian reserves of foreign 
exchange, and these are then available for later increases in demand for imports 
which are generated by the impact of the Government’s budget on the economy 
or from changes in economic conditions. However, unlike certain of the other 
countries, the United States does not exert any control over these Jordanian 
reserves of foreign exchange. 

In the case of Far Eastern countries receiving cash grants in the last 3 vears 
(i. e., fiseal years 1956, 1957, and 1958), namely China, Laos, and Vietnam, the 
use of dollars given as cash grants has been controlled as follows: 

A. China (Taiwan) 


An exchange of letters in April 1956 between the mission director and the 
Chinese Finance Minister contained the following principal governing arrange- 
ments: 


(a) Exchange of United States dollars for New Taiwan dollars will be made 
only as the New Taiwan dollars are required. 








1810 MUTUAL SECURITY ACT OF 1958 


(6) The New Taiwan dollars will be credited to a new special account, from 
which withdrawals will be made on the basis of a certification of need by the 
United States Military Assistance Advisory Group. ) 

(c) The United States dollars will be deposited in a separate account and used 
only for purposes and/or imports which have received prior approval of the 
Council for United States Aid representing your (i. e., Chinese) Government and 
the mission. 

(d) The currencies referred to in (b) and (c) above, and the utilization thereof, 
will be subject to the audit and end-use procedures now prevailing with respect 
to United States dollar and counterpart financing. 


B. Laos 


An exchange of letters of July 6 and 8, 1955, stated that these dollars were to 
be ‘fused only as agreed upon between our two Governments.’’ The United 
States has endeavored to control the use of these dollars in three basic ways: 

(a) The United States established general policies to govern the use of these 
dollars. In principle they may be used for the import of commodities eligible 
under the regular procurement authorization procedure at prices competitive on 
a worldwide basis, and for limited types of foreign payments (excluding cavital 
repatriation). In practice, some imports of less essential commodities have been 
permitted in the interest of maximizing the import of readily saleable commodities 
as the best means of counteracting inflationary pressures created by the large mili- 
tary expenditures. However, imports of obvious luxuries such as alcoholic 
beverages, jewelry, and expensive automobiles have not been approved. 

(b) A United States observer has participated in the review of imvort license 
applications submitted under established procedures to the CNIE (a National 
Committee on Imports and Exports) since the program began. This observer 
exercised de facto veto power over the approval of such applications. 

(c) An ICA-financed private contractor (Howell & Co.), attached to the Office 
of the Minister of Finance, verifies the prices shown on pro forma invoices sub- 
mitted with license applications. 

There is attached, as annex A, a classified paper, entitled “Procedures Governing 
Cash Transfer to Laos,’’ that gives further details on the matter of cash grants 
to Laos. 


C. Vietnam 


Under administrative agreements, supplementing economic aid agreements 
with the Government of Vietnam, the latter pledged that, prior to utilization of 
the cash grant dollars, it would consult with the United States Government and 
obtain United States approval of the purposes for which such dollars were to be 
expended. They have been used primarily for the import of salable commodities 
through commercial channels. The procedures governing the use of these dollars 
for commercial procurement have been as follows: 

(a) A request for the use of cash grant dollars for the commercial imports is 
made through the Director-General of Commerce to the ICA Mission in Saigon, 
detsiling by United States commodity codes the imports proposed for financing 
with such dollars. 

(b) Each request is screened on the basis of criteria similar to normal ICA pro- 
curement controls, such as price analysis, evaluation of present market supply 
situation, and elimination of luxury-tvpe commodities, after which the mission 
advises the Government of approval or disapproval. 

(c) An accounting control on expenditures is maintained by the National Bank 
of Vietnam and the ICA Mission. 

Question No. 3. “Is the procedure by which the amount of defense support 
necessary for a country is determined much the same as the procedure for deter- 
mining the balance-of-payments deficit which was used for the Marshall plan?” 

The procedure by which the amount of defense support necessary for a country 
is determined is not, in the case of the less developed countries, ordinarily the 
same as the procedure used in determining the level of aid in the case of Marshall 
plan countries. However, the determination of a country’s balance-of-payments 
deficit, in the general manner used in connection with the Marshall plan, is in 
most cases an important and critical step, often the most important and critical 
one, in determination of such aid level. A detailed account of the procedures and 
techniques employed in, and the factors controlling, the determination of aid 
levels, with particular reference to defense support, is contained in the testimony 
of Mr. Bell in the printed hearings. The application of these procedures, tech- 
niques, and factors in concrete situations has been brought out illustratively by 
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ICA regional witnesses in the course of discussing such individual countries as 
Spain, Libya, Pakistan, ete. 

Question No. 4. “Of the 12 countries for which defense support is requested for 
fiscal year 1959, it appears on page 36 of the worldwide volume that 8 countries 
will get more defense support than in the previous year. 

‘*(a) Why should this be necessary? 

““(b) Is the military effort of each being increased proportionally? 

““(c) Should we not expect defense support requirements for a specific country 
to diminish over a period of years?” 

A complete answer to this question would involve a detailed country-by-country 
analysis of the defense support programs proposed for fiscal year 1959, a procedure 
which would repeat and duplicate much of the material already included in the 
presentation books and covered by the testimony of executive branch witnesses. 
Moreover, since such an analysis would necessarily discuss the projected fiscal 
year 1959 aid level for individual countries, and the reasons for such aid levels, it 
would have to be provided in a classified annex. Under these circumstances the 
following response is given: 

First, the paragraphs appearing immediately below set forth the general answers 
to each of the subquestions asked and summarize the major points which should 
be brought out with respect to the central problem raised—i. e., what makes aid 
levels change from year to year. 

Second, classified material is appended to illustrate the application of the fore- 
going general answers to the specific situation in several selected countries. 

The aid level proposed for a particular country in a particular year reflects a 
combination of all of the following principal factors, among others: 

(a) The objectives or purposes sought to be achieved through the aid 
program—in the case of defense support, the specific contribution to the 
common defense which is sought from the recipient. 

(b) The problems that need to be dealt with through aid if the objectives 
and purposes sought are to be achieved—the political and economic conditions 
which must be contended with in the recipient country. 

(c) The degree to which it is practical, within the particular year involved, 
in terms of the recipient country’s capabilities and its capacity effectively 
to use outside resources, to deal through aid with the problems and obstacles 
that must be overcome to accomplish the desired objectives and purposes— 
the country’s absorptive capacity. 

(d) The probable availability of other nonmutual security resources (such 
as those which may be obtained through private investment, from the public 
lending institutions, from other countries, from the Development Loan Fund, 
or under Public Law 480) to meet the problems, and thereby further the 
purposes and objectives, referred to above. 

(e) The adequacy or inadequacy, in terms of the problems to be dealt with 
and the objectives and purposes to be attained, of the aid provided in prior 
years, and, related to, but not identical with, this factor—the size, composi- 
tion, and anticipated rate of drawdown of the pipeline of prior years’ aid. 

(f) The amount of United States resources that can be made available for 
mutual security purposes, both in general (fiscal) terms and in terms of 
specific limitations relating to the particular kinds of aid needed. 

(g) Priorities among different mutual security programs and objectives. 

Since every one of the foregoing factors can vary from year to year—and since 
some of them do vary from year to year at least to a limited extent—it is not 
surprising that the aid level proposed for a particular country for 1 year may 
differ from the aid level which obtained for that country in the preceding year, 
sometimes increasing and sometimes decreasing. ‘These variations can be par- 
ticularly sharp when, because of a serious shortage in funds, as has been the case 
in fiscal year 1958, the defense support aid which can be furnished to most coun- 
tries is very much less than the defense support aid which, based on every one 
of the foregoing factors (except the availability of United States resources), 
should clearly be provided to such countries, and when, therefore, it becomes 
necessary, in partial compensation, to draw down existing pipelines. 

‘‘(a) Why should this (higher fiscal year 1959 defense support levels for eight 
countries] be necessary?’’ 

In view of the recent increase in the fiscal year 1958 defense support aid level 
for 1 of the 8 countries referred to, the question is now applicable to only 7 of 
these countries. Moreover, in 2 of these 7 countries, the upward variations from 
fiscal year 1958 to fiscal year 1959 are so relatively slight, and are accounted for 
by such highly specialized reasons, that for all intents and purposes the question 
posed can better be dealt with in terms of the 5 countries remaining. 
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In each of the five cases the amount proposed for fiscal year 1959 represents a 
larger amount that the amount actually being provided in fiscal vear 1958 only 
because the serious shortage of funds compels the operation of the fiscal year 
1958 program at a level far below the level of the larger program which was 
originally planned and which was actually needed. In every one of the five 
cases, the proposed increase in level can properly be said to reflect these facts: 
First, that, due to the shortage of available funds, the actual fiscal year 1958 
level was lower than the minimum level necessary to achieve fiscal year 1958 
defense support objectives and, second, that, partially to offset this, country 
pipelines were drawn down either to levels which are too low in terms of normal 
leadtimes or to levels where any further drawdowns to cover fiscal year 1959 
requirements would not be possible. 

‘“(b) Is the military effort of each [country where the fiscal year 1959 aid level 
goes up] being increased proportionately?”’ 

In terms of a significant increase in the size or goals of its military establish- 
ment, the answer is in the negative for each of the six countries involved. The 
factors discussed above, and not the prospect of an increase in military effort, are 
responsible for the proposed fiscal year 1959 increases in the defense support aid 
levels. This does not mean that the effectiveness of some of these military estab- 
lishments will not increase; that the absolute level of defense expenditures will not 
in some cases go up to a small extent; or that, in at least one, and perhaps more, 
instance, the country itself may not itself finance a greater proportion of these 
expenditures. However, it does mean that the overall military effort of each of 
these countries is not going up significantly. This is not a surprising conclusion 
since in every instance the resources being devoted by the country to military pur- 
poses are already abnormally large in relation to the strength and size of its 
economy. . In most, if not all, cases, therefore, an increase in their effort would be 
neither in their interest nor ours. 

““(c) Should we not expect defense support requirements for a specific country 
to diminish over a period of years?”’ 

The answer is generally “‘no’’ unless either (a) it is expected that there will be 
a reduction or change in the objectives of defense support in the country (mean- 
ing, in the average case, a reduction in force objectives for its military establish- 
ment) or (b) it is anticipated that factors other than, and entirely apart from, 
defense support—such as private investment, loans from the public lending insti- 
tutions or the DLF—will bring about a rate of economic growth in the country 
that will make it better able to sustain its defense burden itself. If the question 
itself, as phrased, is meant to imply that defense support itself will have the 
effect of increasing the country’s future economic capacity to carry its own 
defense load and still maintain political stability, such implication is not warranted 
Defense support, by definition, can be no more than economic aid necessary to 
accomplish a given defense purpose, and any economic aid which is over and 
above the amount required for such limited defense purpose does not, again by 
definition, Gualify as defense support. While it is true that this definition does 
accept the fact that political stability is indispensable to the maintenance of a 
strong military position and does recognize the further fact that some economic 
growth may be essential to maintain political stability, it is also still true that 
defense support levels are not designed to generate the kind of accelerated rate 
of economic development which would, over a period of time, enable the country 
to assume a larger proportion of its defense effort and therefore to reduce its 
recuirements for defense support. In the long run, when such economic growth 
in fact takes place and the economic and financial capacity of a particular country 
increases to the point where it becomes capable of carrying its own burdens, 
then a reduction in defense support will be possible. However, funds for pro- 
moting this kind of economic growth must come from sources other than defense 
support, including, but not limited to, the Development Loan Fund. 

A contrary answer might sometimes be called for in one special kind of situation. 
This is the case of a country where the objectives of the defense support program 
are limited to a common defense contribution that is strictly confined to a par- 
ticular period of time or the accomplishment of some limited physical activity, 
as, for example, the construction of certain specified military installations. 

Question No. 5. “For a number of years a question has been raised as to whether 
our defense support to Turkey was being wasted because of the unsound economic 
policies being followed by the Turkish Go ernment, particularly the failure to 
deal with inflation. 

“(a) Has Turkey put its house in order? 
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“(b) Is there danger that the lack of economic stability in Turkey may become 
so serious as to undermine its military effort?” 

“(a) Has Turkey put its house in order?” 

Turkey’s economic situation in recent years has reflected serious difficulties in- 
volving both its domestic position and foreign trade and payments position. 
The effort to reconcile the desire for rapid economic development with the require- 
ments for maintenance of the defense posture, and with the limitations set by 
resource availabilities, has not succeeded in preventing repercussions in prices, 
delays in completion of activities, and infelicitous concentration of resources on 
activities which can yield increased output only after a long period of time. A 
good deal of investment ofa long-term nature has in the. past been undertaken 
with short-term credit availabilities, with consequent problems of repayment or 
refinancing which Turkey has not been in a position to resolve readily. The 
general position affects not merely Turkey but also Turkey’s partners in the 
OEEC and friends cooperating in other international agencies. The Turkish 
Government acknowledges the existence of these economic difficult’ s; it has de- 
creed certain price controls, increased certain taxes, set up machinery to control 
credit and select imports on the basis of contribution to increased productive effort 
The fiscal year 1958 budget indicates an intention to restrain new investment. 
These are tangible evidences that the Government is not only aware of the prob- 
lem, but is in its own way trying to limit the pressures and improve the economic 
outlook. 

‘*(b) Is there danger that the lack of economic stability in Turkey may become 
so serious as to undermine its military effort?” 

While there is always danger that a government may miscalculate the seriousness 
of the symptoms of its own economic situation, it is probable that Turkish officials 
are sufficiently sensitive to public attitudes that they will gage their actions to 
stave off serious trouble. In any event,, public support for a strong defensive 
attitude appe*rs to be firmly entrenched. Ultimately, Turkey’s ability to carry 
the military effort to which Turkey has committed itself depends on the achieve- 
ment of increased economic capacity to meet both defense and civil needs. 

Question No. 6. ‘‘It has been charged that our defense support has financed 
luxury imports such as expensive automobiles and fancy textile fabrics, for certain 
Asiatic countries. 

(a) Is defense support that produces such results effective? 

““(b) Would a substantial cut in defense support funds lead to greater austerity 
in the recipient countries?”’ 

The.charge contained in the introductory premise of this question is without 
basis. On the contrary, as indicated repeatedly in the testimony of exeeutive 
branch witnesses, ICA regulations generally prohibit the financing from mutual 
security funds of luxury imports such as expensive automobiles and fancy textile 
fabrics. ICA takes steps to secure refunds whenever infractions of this prohibi- 
tion are discovered. For this reason, the answers to the following subquestions, 
both of which assume the correctness of the foregoing introductory premise, may 
be somewhat academic. 

‘‘(a) Is defense support that produces such results effective?”’ 

Whether, if this should oeeur, the deliberate import. of luxury items under 
defense support would or would not be effective in achieving the particular object- 
ives of defense support in the country in question would depend upon tthe cireum- 
stances. In some cases such luxury imports might, from a purely economic 
standpoint, serve as well as, or better than, other nonluxury imports in dealing 
with the problem at hand. This might be true in a country where one of the pur- 
poses of defense support was to help the government to find the best way of ac- 
complishing the noninflationary financing of its defense expenditures and where, 
at the same time, it was easier, because of the nature of local market demand, to 
import the resources required for this purpose in the form of luxury rather than 
nonluxury items. However, in a case of this sort the political disadvantages of 
such a course would have to be carefully balanced. 

‘““(b) Would a substantial cut in defense support funds lead to greater austerity 
in the recipient countries?”’ 

It would certainly have such an effect on the average citizen and would, as a 
consequence, make it impossible to achieve the objectives of defense support aid. 
In most of these countries the life of the average citizen could hardly be much 
more austere than it already is—it is a harshlv and severely simple life that lacks 
many of the things which most people consider necessities. fn most of these 
countries, also, it would be impossible to achieve the desired contribution to the 
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common defense and simultaneously to maintain political stability if the per 
capita gross national product of the average citizen were to drop at all, and in 
some of these countries the stability depends on achieving a limited rate of 
growth in such per capita gross national product. A substantial cut in defense 
support funds would eliminate the possibility of maintaining the currently 
unacceptable level of the average citizen’s income. It would lead to greater 
austerity—and at a frightful cost to United States security. 

Question No. 7. ‘Re Korea— 

‘“‘(a) If Korea would reduce its military forces, would this not mean that more 
men would be available for productive civilian employment and that less defense 
support would be necessary? 

‘““(b) If the United States reduced defense support to Korea, would this not 
be an incentive for Korea to reduce its military establishment?” 

For the reasons outlined in the classified annex C, the answer to both of the 
foregoing questions is in the negative. 





DEPARTMENT OF STATE, 
SpeciaL AssistaNT FOR Mutua. Security CoorpinatTIon, 
Washington, April 28, 1958. 
Dr. Tuomas E. Morgan, 
Acting Chairman, House Foreign Affairs Committee, 
Washington, D. C. 

Dear Mr. CuHarrMan: As you know, the administrative expenses of the Devel- 
opment Loan Fund will hereafter be financed from the assets of the Fund rather 
than, as in fiscal year 1958, from the general appropriation for administrative 
expenses under section 411 (b) of the Mutual Security Act of 1954, as amended. 
During the course of the hearings before your committee on the pending Mutual 
Security Act of 1958, we indicated, in response to an inquiry, that we planned 
to propose in the Mutual Security Appropriation Act for fiscal year 1959 that a 
ceiling, then estimated at $685,000, be placed on administrative expenses of the 
Development Loan Fund during fiscal year 1959. We further indicated that the 
Fund would in addition incur certain operating expenses in carrying out its pro- 
gram during fiscal year 1959, and that, since the Fund was just getting into 
operation and had no actual experience upon which to base estimates, it was 
difficult to forecast what the amount of those expenses would be. The proposed 
mutual security appropriation language recommended to the Congress by the 
President on April 1, 1958, was submitted on the foregoing basis. 

We have just developed estimates for the second category of expenses referred 
to above (operating expenses), and have decided to suggest that the ceiling in 
the Appropriation Act could also be made applicable to those expenses so that 
Congress will directly control the combined level of both of the above-mentioned 
categories of expense. We expect within the next few days to present this 
approach as an alternative to the Appropriations Committees, suggesting a new 
aggregate ceiling of about $1.5 million. 

While this does not directly affect any of the provisions in the mutual security 
authorizing bill now pending before your committee, it does alter information 
previously given to the committee and we therefore want to call this to your 
attention. 

Sincerely yours, 
Ropert G. BARNEs. 


DEPARTMENT OF STATE, 
SpreciaL AssisTANT FoR Mutvat Security CoorpiNatTion, 
Washington, April 11, 1958. 
Mr. Boryp CRAWFORD, 
Staff Administrator, Foreign Affairs Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. Crawrorp: In light of the interest shown by the committee during 
the recent testimony on mutual security military sales, I believe it might be of 
assistance to the committee to supplement that testimony and the presentation 
materials by submitting for the record the attached table which has been prepared 
bv the Denartment of Defense. I hope that it also can be distributed to those 
members of the committee who showed a particular interest in this matter. This 
table sets forth in comparative form the several legislative authorities for mutual 
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security military sales and loans. As you will note, it indicates for each of these 
authorities the terms of eligibility; whether sales may be made on a cash or credit 
basis; whether repayments may be made in dollars, foreign currency, or bartered 
material; the maximum periods for which credit may be extended; the source of 
funds to finance reimbursable transactions; and the disposition of the sales 
proceeds. 

As you know, the bulk of our sales has been made under section 106. These 
transactions are financed by service appropriations and do not involve use of 
MAP funds. As of December 31, 1957, the cash sales made under section 106 
totaled $1.443 million. This figure includes equipment and services such as 
training, repair and rehabilitation, and accessorial costs; the data previously 
furnished to the committee included only the value of equipment sold. In 
addition, as of that same date, credit sales under section 106 totaled $29.5 million. 

As of February 28, 1958, credit sales under the first sentence of section 103 (c) 
equaled $61 million. These are credits of up to 10 years which are financed by 
MAP funds. Credit sales under the second sentence of 103 (c) equaled $31.3 
million. These are credits of 3 years financed from MAP funds, the repayments 
from which enter a revolving fund and can be reused. In this connection, men- 
tion should also be made of the recent agreement with France pursuant to the 
second sentence of section 103 (c) which makes available to that country $30 
million worth of equipment and services on terms of repayment in francs. 

Finally, to complete the picture it should be observed that $15.7 million was 
lent for the procurement of equipment and services under section 505 (b). 

Sincerely yours, 
Rosert G. BaRNEs. 
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